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Wrong Turning 


S® STAFFORD CRIPPS’S speech at the Guildhall on Tuesday 

night added very little to his Parliamentary statement of last week. 
If he has made it a little clearer that he is not complacent about the 
results of devaluation, unsupported by further measures, he has also 
made it quite clear that he has no fresh ideas. Though it can no 
longer be said that he is not going to do anything more, he is clearly 
not going to do anything new. 


It is all to the good that Sir Stafford still realises the damaging part 
that inflation has played, and is playing, in the national crisis. That 
he still dares to be a disinflationist is to his credit. But the speech 
nevertheless leaves on the mind one awful suspicion. The Chancellor 
was frank in saying that he was not happy about the way the budget 
was turning out. He explained that, if inflation is to be kept in check 
(still more, it might be added, if inflation is to be positively reversed, 
which is what his policy requires), there must either be reductions in 
expenditure or increases in revenue. But then he seemed to go out of 
his way to shut the door to reductions in expenditure ; at the very 
least he held out no substantial hope of real cuts.’ 


Is it possible, is it conceivable, that he is thinking of raising taxes ? 
If so, let the very thought be condemned as emphatically as possible. 
Taxes are already far too high. To increase them still further would 
be as ruinous economically as it would be foolish politically. It is very 
doubtful whether he could get his party to swallow an increase in taxes 
—unless, of course, it consisted entirely of “soak-the-rich” taxes, which 
would not bring in enough money. It is even more doubtful whether 
the Labour Party could win the election on a platform of still higher 
taxation. And in any event, it is highly unlikely that a policy of further 
disinflation by still higher taxation can any longer be relied upon to 
work even in the technical sense. There should be no mystery about 
the reason why last spring’s disinflationary budget has failed to pro- 
duce disinflation. It is because, beyond a certain point—a point which 
has long since been passed—high taxation does quite as much to 
encourage inflation by its indirect effects as to diminish it by the 
budget surplus it piles up. Not only does taxation that amounts to 
anything like 40 per cent of the national income sap all forms of 
incentive, encourage waste and discourage saving, but it does these 
things progressively. Keeping the economy under control by means 
of mountainous taxation is a device which cannot be repeated and 
whose effect disappears—indeed, reverses itself—very quickly. 


Sir Stafford said that there are three choices before the country— 
inflation, lower expenditure or higher taxes. He is over-estimating 
the possibilities by 50 per cent. If the need to maintain the policy 
of disinflation is one starting point of the search for a policy, the 
paramount need to liberate the economy from its crushing burden 
of taxation is the other. 
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N the last weeks, Russia has gained two victories in the 
cold war. The world’s discovery that there is a Soviet 
atom bomb has doubtless increased the confidence of Russia’s 
satellites, and in the West it has encouraged General de 
Gaulle and others to write the Atlantic Pact off as no longer 
effective. The Communist triumph in China has had the 
same double effect of encouraging Communism’s sup- 
porters—particularly throughout the vulnerable lands of 
South-East Asia—and of darkening counsel in the free world. 
These Russian victories are not enough to undermine the 
confidence that the cold war can be and will be won for the 
cause of freedom. But they do serve as a timely reminder 
that it will not be won easily. There is only one way in 
which the nations of the West can properly counter this 
strengthening of the colossus which confronts them in open 
malevolence. They must close their ranks. The movement 
towards closer co-operation which had received such impetus 
from the Czech coup and later from the Berlin air-lift 
slackened somewhat in the easier atmosphere of the past 
summer. People began to ask whether all the proposed new 
patterns of co-operation were in fact necessary, since the 
Russians seemed after all to be settling down. There was 
also a certain disappointment with the degree of co-operation 
achieved in the first year of the Marshall Plan. By the 
end of the summer there was a trace of scepticism in much 
of the talk of “ full co-operation in the West.” 


Now the warning has been given. The cold war is not 
over. Unfortunately, the nation best placed for sounding 
a new note of vigilance seems at the moment least likely 
to do so. It is an obvious fact of geography that there can 
be no closing of the Western ranks if Britain does not 
choose to move. An Atlantic rapprochement which left 
Britain out is inconceivable. So is any world policy for 
containing Communism which does not secure the full par- 
ticipation of the Commonwealth. Yet it cannot be said on 
the record of the last year that the British Government 
consider it their first duty to draw the various groupings 
within the Atlantic community into the closest possible 
co-operation. On the contrary, whether it is a question of 
Britain’s relations with Europe or with the United States, 
British foreign policy has contrived again and again to convey 
the impression that it will join in the common pursuit of 
common aims only to the minimum extent necessary to 
avoid an open break. 


*x 


Admittedly, the British position is complex. Britain 
cannot be wholly either in the European or in the American 
camp. Those who press for a purely European solution 
and attack Britain for failing to build up a “ third force” 
independent of both Russia and America forget that none 
of the nations of western Europe, Britain included, can 
maintain its European position or defend and develop its 
overseas territories unless it does so in strategic and economic 
concert with the United States and the British Dominions. 
Similarly, the sometimes canvassed entry of Britain and the 
Dominions into an exclusive American union would leave 
the whole land mass of Europe and Africa from Narvik to 
Cape Town to the steady encroachments of Soviet power, 
leaving a beleaguered Britain as the Guam of the Atlantic. 

The British have, therefore, no choice but to try to bridge 
the Atlantic gap, to draw Europe on the one hand and 
America on the other into the closest unity that can be 
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Member of Both Clubs 


achieved. Britain cannot be exclusively a member either of an 
American or of a European club, But the conclusion to 
draw from this is surely that Britain should not merely be 
a member of both clubs, but should also seek to collaborate 
with each to the fullest extent that is compatible with us 
obligations to the other and to its own family. The para- 
doxical position today is that British policy gives the 
appearance of doing almost the opposite. The nation whose 
every interest demands co-operation with its neighbours js 
beginning to appear, in non-British eyes, the most isolationist 
of them all—or if not positively isolationist, at least static 
and immobile and unable to rise to opportunities, 

At Strasbourg, the British governmental delegation, what- 
ever their genuine intentions, managed to create the impres- 
sion that they were being prodded every reluctant step of 
the not very long distance they were prepared to go. The 
moves preceding and following British devaluation have 
intensified the impression of a lack of interest in European 
co-operation. The British Government should surely have 
been the first to wish to discuss the European implications 
of a 30 per cent cut in the value of sterling—after if not 
before the event—and to concert with its neighbours’ ways 
of mitigating the effects. As things are, it is M. Petsche and 
not Sir Stafford Cripps who has proposed that a European 
economic conference should be convened to examine the new 
situation. The British Government may not have intended 
to convey an impression of such indifference, but as was said 
on another occasion, “ This looks not like a bridal.” 

* 


It can be argued that the British have a better record for 
ready co-operation in Washington. But is it really so? 
The recent discussions in Washington passed off in great 
amity—but not because there was any real meeting of minds 
on the long-term points of disagreement between the two 
governments on economic policy, but rather because there 
was a tacit agreement to avoid them. The specific agree- 
ments mentioned in the Washington communiqué were all 
concerned with American concessions. If in return the 
United States Government asked for some guarantees—for 
instance, that the inflationary consequences of devaluation 
would be avoided—there is no evidence that the British 
agreed to consider them. And if no concessions were 
granted, British policy can hardly be called one of full 
co-operation. It is not “co-operation” to take the dollars 
and refuse the advice. The pattern of British policy, as 
seen from Washington, is still one of stubborn defensive 
recalcitrance rather than of willing co-operation. The 
appearances may be wrong; it is to be hoped that they are. 
But a policy must not only be right; it must also seem 
so to public opinion on both sides of the Atlantic. 

This apparent unwillingness to put more than a nominal 
and oratorical value on real agreement and co-operation with 
Britain’s inevitable and indispensable partners is the root of 
the present widespread distrust of British intentions. No 
one can perceive a clear line behind the day-to-day decisions, 
and the inference is all too often that an ingenious and 
cynical pursuit of private interest takes precedence over all 
forms of genuine western co-operation. Mr Bevin in @ 
speech to the Canadian Club in Ottawa this week defined 
British policy in these terms: “We must continue to 
examine problems as they arise, anticipate those likely to 
arise and make to meet them.” But fs this 


enough? A policy which moves from problem to problem 
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and from expedient to expedient may wander off its true 
course even without its framers noticing that the deviation 
has occurred. This, rather than perfidy, explains Britain’s 
apparent lack of enthusiasm for Western co-operation and 
apparent inability to work for it with vigour and effect. The 
Foreign Secretary does not convey the impression that he 
has clearly in view the broad direction of British foreign 
policy—towards the unity of the Atlantic world as the first 
priority in all foreign relations. The contingencies of day- 
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to-day events are not related to broad policy, for the policy 
does not exist. Yet a mass of ad hoc decisions is no sub- 
stitute for a sense of direction. As St. Augustine once 
observed of the classical world: “ They run well, but they 
are off the track ; therefore the better they run, the worse 
it is.” Something of this sort has happened to British 
diplomacy. It is hard working ; it is assiduous ; it is well 
briefed. But all the time it gives the impression of having 
no track on which to run. 


A National Minimum Wage ? 


HE newspapers have been full in the last few days of 
reports that a national minimum wage is under dis- 
cussion. Exactly where the idea came from is by no means 
clear. The Trades Union Congress disclaim all responsibility 
for it; in fact most trade unionists are very suspicious of 
any statutory regulation of wage rules, which might well be 
the thin end of the wedge of a national wages policy. The 
craft unions dislike the idea as one more attack upon the 
sacred differentials that distinguish their members from the 
general labourer. Even the large unions of general workers, 
who wou!d be the first to benefit from a statutory minimum 
wage, do not seem to be 
enthusiastic, fearing per- 
haps that a minimum 
wage might tend, at a 
time when labour’s bar- 
gaining strength is less 
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become a maximum. 
There is some evidence 
that the Government 
have considered the prin- 
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ciple of a minimum wage i. 53 3 | 
—though it is most un- 7 | 
likely that, as one news- 8 
paper reported Sir Staf- 1 
ford Cripps “ offered” a 120 0 
minimum wage of £5 a .. | 123 6 
week (for an adult male) -» | 128 2 
as part of a bargain of tase ol neo. 
which the other half ; [) | 137 11 | 117 4 


would be a standstill for +» | 139 | 9 
all wage rates above that 
figure. 

It may very well be, 
therefore, that the only 


actual proposal for a ] notably agriculture, coal mining and dock labour. 


WAGES, COST OF LIVING AND HOURS OF WORK 
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* Annual averages. 
Weekly earnings and hours worked are from special reports by the Ministry of Labour and Berlin. But it can at 
cover a large number of manual wage earners in industry. Certain industries are excluded— 


to be expected to bring up a family on less than £5 a week. 
If, in the rest of this article, little is said about these humani- 
tarian impulses, it must not be thought that they are not 
appreciated. The present generation of economists, as of 
other walks of life, have very largely accepted the doctrine 
of the national minimum—this journal was printing articles 
in support of the principle in July and August, 1940, and 
if it could be contemplated in the middle of the Battle of 
Britain it need not be abandoned now. But if any lesson 
should have been taught by the experiences of recent years 
it is that the excellence of intentions does not justify faulty 
methods. The question 


to be asked is not whether 

it is right that every 

WeeE aide | one family should have at 
Ween Raeees least a reasonable 


(All Workers) 


ae tote | Weekly | - Cost minimum of welfare, but 
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than it is today, to eink | Men | All Workers 
sila 


- Oct,, 1958200 Worked | Litng | Whether a national mini- 
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to secure the end, and 
whether this is the best 
time to do it. 

That there is a great 
deal of poverty left in 
this country is  un- 
doubted. No one should 
be allowed to forget— 
and, to do the national 
conscience justice, very 
few people want to for- 
get—such facts as that 
the tuberculosis rate in 
Glasgow is higher than 
in any other northern 
European city except 
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The increase in wage rates for the industries least be said that the 


+s included in the enquiries is shown separately from the more comprehensive scope of the general Bm e 
minimum of £5 a week to index. The cost of living index is the index of retail prices published by the London and Cambridge incidence of poverty in 


be put forward will be 
that of the railwaymen. 
But if the rumours of a national minimum have been 
groundless, the interest they have aroused shows all the 
more clearly how attractive the proposal is to a very 


- wide section of the public. It fits in, at first sight, so neatly 


with one of the most popular social and economic ideas of 
the present generation—the idea that a certain minimum 
Standard of living should be guaranteed to every citizen as 
of right, whether or not he is forced to compete for his 
living above that level. Of this policy of the National 
Minimum, a National Minimum Wage might seem to be an 
obvious constituent. Whether or not anything comes of the 
Present discussion, the subject will certainly come up again. 

The impulse towards a national minimum wage is 
humanitarian ; it springs from the belief that nobody ought 





Economic Service which links back to prewar the official “ interim” index of retail prices, this country has been 


very greatly reduced. For 
ten years the country has had full employment (created, 
it is perhaps pertinent to recall, by the war, not by the Labour 
Government, and maintained since 1945 not by the great 
efforts of Ministers of which Sir Stafford Cripps spoke the 
other day, but by the continuance of wartime economic con- 
ditions). Wage rates have risen by as much as the cost of 
living and average weekly earnings—which are much more 
relevant to any discussion of poverty—by much more. (This 
is a point on which the advocates of minimum wage rates 
are usually very much less than frank. In the current 
railway argument, for example, great play has been 
made with the fact that the wage rate for 
porters is only 92s. 6d. a week, but it 
asserted by the Railway Executive, and not 
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the union, that the average weekly earnings of these men 
are 112s. 7d. If there is to be a national minimum wage, 
it should, in logic, apply to earnings, not to wage rates). 
There have been great advances in the decade in the social 
services. New benefits have been introduced ; the rates of 
old benefits have be2n very considerably increased; and any 
test of means has been reduced to the vanishing point. Not 
only has the amount of poverty been greatly reduced, but, 
in so far as it is due to inadequate wages, it is possible now 
to be much more hard-hearted about it than ever before. 
As is forcefully pointed out by a correspondent on a later 
page, a state of full employment makes it very easy for 
an aggrieved worker to find a new job if his present one 
does not provide him with a decent living. The National 
Union of Railwaymen cannot perhaps be expected to em- 
brace with enthusiasm a suggestion that would reduce the 
number of their members. But “redeployment” of this 
sort is certainly in the national interest. 


* 


Thus, even on the purely humanitarian side, the case for 
a national minimum wage is weaker today than ever before. 
But perhaps the most essential point to urge in any issue 
concerning wages is that the social value of wages is never 
more than half the story. Wages are not merely income to 
the recipient, they are also a cost—in most industries by far 
the largest constituent element in costs—to the employer. 
“Can he live on it?” is a legitimate question to ask of 
any man’s wage; but “does he earn it?” must also be 
asked. Indeed, in the long run it is the fundamental ques- 
tion, and the economic issue becomes also the humanitarian, 
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tor the condition of the people will certainly not, in the 

be improved by ignoring the economic efficiency of the indus. 
trial mechanism of the country. That is a lesson that the 
general public in this country has not yet fully learned - 
but events are already showing what a compelling teacher 
they can be. 


It is admittedly difficult, in any particular instance, to 
define in any absolute sense what the value of the work of 
any specific grade of labour amounts to. Where an j 
is in free competition with other countries, there is a certain 
objective test; but there are very few such industries today. In 
the case of a sheltered service industry such as the railways, 
it is almost impossible to find other than a conventional basis 
for reckoning values—though it may be added that British 
Railways today, which are losing money already and believe 
they would lose more it they put their charges up, can 
hardly be accused of running their business on the cheap, 
or of keeping their costs unduly low at the expense of their 
staff. But in the circumstances of the nation today, it is 
possible to cut across all these perplexities. If one thing js 
certain, it is that the national average level of costs of pro- 
duction is too high, which is another way of saying that 
incomes (of which wages are the largest constituent clement) 
are too high relatively to output. The average Englishman 
is not, at present, earning his wage. Or, as Sir Stafford 
Cripps put it on Tuesday, “ we are trying to consume more 
than we produce.” If, in these circumstances, a national 
minimum wage would put up labour costs, on the average, 
then it must be contrary to the interests of the country. And 
if it did not put up labour costs—that is, if it was so in- 
effective that it did not raise amybody’s actual carnings— 
then it is hardly worth proposing. If there is demonstrable 
poverty of an intolerable kind in the country, then it is a 
reasonable subject of debate whether the social services 
should be amended to put it right. What is certainly wrong 
at this juncture is to add the expense of amendment to the 
costs of industry. 


* 


So much is demonstrable. But there is one final point that 
is hardly less so. One of the things that is most clearly wrong 
with the present state of the British economy is that the con- 
nection between a man’s input into the economy and what 
he takes out—between his production and his income—has 
been broken down. In a social-service, full-employment state 
the penalties of slacking have much less edge on them than 
they used to have. In a controlled high-taxation economy 
the rewards of successful effort have much less attraction. 
Men are not moved by fear and greed a‘one ; but they are 
moved by these emotions to some extent, and to that extent 
a reduction of the penalties and rewards must weaken the 
motive power of the economy. That even Sir Stafford 
Cripps, the human idealist, recognises the truth of this is 
shown by the emphasis that he puts on “ piece rates or incen- 
tive rates.” The great need of the moment is to restore the 
link between a man’s work and his pay, to make the private 
interests of the individual citizen run in the same direction as 
the public interest of the whole community. A national 
minimum wage would be one more way of making pay 
independent of output. As such, it must be a retrograde step. 

The provision of a national minimum standard of living is 
the task of the social services. The more completely it is 
performed (and the British performance is not far from com- 
plete) the more it will be safe and right and humane to insist 
that wages should be based primarily on economic con- 

sate 


eorarvroewu nr Pe RP ees FS Pe 


-—_— =o see wei me Ue: hUmrlhlUcrrS el lhlUcrf eS eel CO. 


Sg SR SR NE Ro ee ee 








wee 


we 


er SS SS SS. wae SSO ee -“ 


~~ 


VU ea, oo 


—— ES OS. BS ae ee 


ae eee ee eS | lee 





THE ECONOMIST, October 8, 1949 


T is only a month ago that leading articles were being 
I written congratulating M. Queuille—with no suggestion 
of irony—on keeping his coalition government together for a 
whole year. Now, as The Economist goes to press, the 
President is considering whether to accept his resignation. 
By shelving some of France’s sharpest problems, by strictly 
controlling some factors in the economy with the left hand 
and giving others free play with the right, by arbitrating 
between right-inclined Radicals, left-inclined Catholics, and 
more or less orthodox Socialists, M. Queuille had managed 
to create something like an atmosphere of stability. In this 
atmosphere the strength of the Gaullists visibly weakened 
and the ardour of the Communists audibly declined. It was 
a fine achievement, which has enabled France to play an 
increasingly vigorous part in the economic and political 
reconstruction of the west, and to achieve a measure of 
economic recovery at home that is not fairly measured by 
statistics. But it contained within itself the seeds of its own 
destruction ; the effort exhausted the Prime Minister, and 
the very success of the coalition weakened it by reducing the 
challenge of the extremists. 

Now the very possibility of coalition government is in 
doubt ; for no grouping of moderate parties strong enough to 
get a majority in the Assembly is possible which does not 
reflect—and yet reach some compromise over—the deep 
differences on economic policy that exist even between men of 
moderate views. To men at the right of the centre like M. 
Petsche, the Finance Minister, the overriding need is to get 
the French economy into hard condition for a stern struggle 
in the export markets, to give industry the stimulus of com- 
petition, and to prevent wage increases and rises in the cost 
of living from beginning once again that inflationary race 
which caused grave and almost unmanageable social discon- 
tent last year. To men at the left of the centre, like the MRP, 
their support of a “ liberal” policy for recovery must not be 
allowed to tar them too thickly with the right-wing brush. 


To the Socialists of the left, of which M. Daniel Mayer, 
Minister of Labour, is the most determined and vigorous in 
the present crisis, it seems imperative that some 500,000 low- 
paid workers should receive some increase in wages to meet 
living costs that rose already last month by 4 per cent. And 
M. Mayer has given the impression that his demand is only 
the thin end of a wedge designed to weaken the Cabinet’s 
determination to keep wages pegged. Behind him M. Mayer 
can point to murmurings—not yet dangerous rumblings—of 
discontent among the trade unions ; and ahead of him is the 
prospect, eighteen months hence, of elections in which the 
Socialists must recapture lost votes from the workers. To do 
so they must show a good record over wage demands. On M. 
Mayer’s side of the Channel austerity and Socialism are even 
less easy to reconcile than they are here. 


The crisis has lasted over ten days but it looked last week- 
end as if some kind of compromise had been reached in a 
Cabinet statement which even friendly Paris newspapers 
found far from clear. It contained proposals for preventing 
a rise in prices, designed to reconcile the trade unions to 
continued pegging of wages. Stabilisation—the watchword 
of the Queuille cabinet—was to be achieved by lowering the 
Price of coal and butter, by considering lower electricity 


Predicament in Paris 


charges, forbidding increased prices for oil and sugar, restrict- 
ing credits and dividends, and continuing to encourage im- 
ports which would force prices down in the French market. 
There was also a promise to keep a sharp eye on hoarding 
and speculation. This was as far as the supporters of 
“liberal” economic policies in the cabinet were prepared 
to go. To the Socialists and to the trade unions this seemed 
all too vague and uncertain, too hard on the poor and too 
easy for the rich. 


It is easy enough to accuse the French left of refusing to 
face the facts of economic life. It is even more difficult for 
them to do so than it is for their British colleagues. And it has 
to be remembered that this crisis in economic policy had 
come upon them without the months of public discussion and 
persuasion that have gone on between the British Labour 
Government and the British trade unions. M. Petsche and 
his colleagues—and the French press—may have somewhat 
exaggerated the effect of the pound’s sudden devaluation. 
It was indeed the explosion that brought down the avalanche; 
but the glacier created by one year of compromise policies had 
already begun to move slowly and visibly. The weakness 
of the French export position, disguised by Marshall Aid, 
had to reveal itself sooner or later. As M. Queuille himself 
is said to have remarked last week-end, the return for many 
Frenchmen (and foreign visitors) of la douceur de vivre has 
clouded their judgment. 


x 


Whoever now takes M. Queuille’s place will, therefore, have 
to deal with the same problems in substantially the same way 
unless there is a party in the Assembly that is prepared to 
force a dissolution and fresh elections. For that to happen 
there must be two successive votes of no-confidence in two 
successive governments. It is unlikely that any party, save 
the followers of de Gaulle, believes it would profit by elec- 
tions now. The Radicals feel they have gained strength, but 
they want economic recovery to go further before they have 
to advocate their policies in the towns and countryside. The 
Socialists are not at all ready, and there is no reason for 
thinking that MRP stock is rising fast. Yet it is among those 
three parties that the decision to carry on or to dissolve must 
be made. Some observers think it possible that the Socialists 
would give general support to a new moderate coalition, 
while abstaining from voting on such crucial issues as those 
on which they have split the cabinet. The fact that such 
behaviour is dishonest and demagogic does not rule it out 
in the present state of French politics. What is more likely 
to stand in the way of such a solution is the fact that two 
Socialist Ministers, M. Moch and M. Ramadier, have done— 
and want to continue—first class work as Ministers of the 
Interior and Defence respectively. 


The prospects are uncertain and gloomy ; but it is a sig- 
nificant and consoling fact that the political temperature in 
France remains low. The CGT has denounced any idea 
of launching a general strike as “ pure bravado ” and is more 
attentive to public opinion than it used to be. If the extre- 
mists of right and left sharpen their tone they will merely 
close the ranks that have now been split. In fact, the French 
people have seen how moderate policies can produce a 
glimpse of better times ; and there may be possibilities of re- 
creating a stable coalition in Paris which are not at present 
visible. 
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Treason in Our Time 


HE word “ treason ” has an antique flavour like barratry 

and mayhem. The Treason Act of 1945 has, it is true, 
revised procedure for trying cases of treason, but the offence 
itself is still defined by the Treason Act of 1351. Thus it 
came about that four years ago it was charged at the Central 
Criminal Court against William Joyce that he, whilst 

an open and public war was being prosecuted and carried 
en by the German realm and its subjects against our lord 
the King and his subjects, then and on the said several days 
traitorously contriving and intending to aid and assist the 
said enemies of our lord the King against our lord the King 
and his subjects, did traitorously adhere and aid and give 
comfort to the said enemies ... by broadcasting to the 
subjects of our lord the King propaganda on behalf of the 
said enemies of our lord the King. 

Except for the sharply modern concept of radio propa- 
ganda, the indictment seems to belong to the days of feudal 
vassalage, when knights were bold, but not always faithful. 
Yet the reality of treason is contemporary enough, as was 
shown by the crop of trials for treason (or lesser offences of 
the same kind which were charged so as not to require the 
death penalty on conviction) which followed the last war. 
A general survey of the most important of these trials is now 
available to the reading public in a book by Miss Rebecca 
West, who attended the trials as a journalist and has now 
written them up with a wealth of anecdote, biographical 
details, reflections and comment which make the final product 
very much more than a summary of news reporting.* The 
author relates a series of tales of treason as acts of concrete, 
human beings and discloses the lives which led up to these 
acts, while continually she asks and tries to discover what 
is the significance of treason and what are the motives and 
sentiments which cause men to serve another country against 
their own. The interest of these questions is not confined 
to deeds which now belong to the past ; it extends to the 
prospects and possibilities of the future. Treason, far from 
being an antiquated concept, is a special danger of an age of 
international revolutionary ideologies ; it cannot be doubted 
that in any armed struggle with Communist Russia treason- 
able activity would be more serious for this country than in 
the late war against Nazi Germany. 


Treason in English law is a wartime offence ; the King’s 
enemies must be belligerent. It was treason for William 
Joyce—if, as the courts found, he did in spite of his original 
American citizenship owe allegiance as a British subject in 
1939—to broadcast anti-British propaganda from Berlin 
during the war. But it is not treason for a British subject to 
attack the policy of his country in the capital of an un- 
friendly country in time of peace, and more than one member 
of Parliament has done so in the last four years. It is a 
good law which allows such freedom—whatever opinion one 
may hold about the decency of such conduct—for it is funda- 
mental to political democracy not to maintain in time of. peace 
such restrictions on freedom of opposition as are necessary 
in time of war. Yet it has to be recognised that there are 
certain courses of peacetime action which are fully legal 
and yet are such that, if logically pursued, they are bound 
to lead to acts of treason in the event of an outbreak of war. 
A systematic and unreserved devotion to the cause of a 
foreign state against one’s own country—as distinct from 
the occasional conviction that one’s country may be in the 
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The Meaning of Treason. By Rebecca West. Macmillan, 
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wrong on the merits of a particular issue—creates a pre- 
sumption that such support will be continued in a war against 
that state. That William Joyce should broadcast from Berlin 
in a war between Britain and Germany was probable from 
the time when he organised the Natirnal Socialist League, 
probably with German money, and certainly with unqualified 
enthusiasm for Hitler. The police, indeed, expected him to 
join the Nazis on the outbreak of war and tried unsuccess- 
fully to prevent him from leaving England. The peacetime 
thistle of an alien loyalty is unlikely to yield the figs of 
patriotism in the season of national emergency, and all the 
politically significant traitors of the last war—as distinct 
from those prisoners of war and internees who were induced 
by bribes or threats to enter German service in the course 
of the war—had already clearly made their choice in prewar 
days. But it remains to inquire how such commitments to 
ultimate treason come about. 


* 


Partly, indeed, they are to be attributed simply to political 
conviction—to belief in a doctrine which sets loyalty to an 
international political cause higher than loyalty to a national 
community. Communism, of course, does this, and so also 
does that kind of Fascism which, as Miss West says, “ makes 
a man ready to be traitor to his country, his county, his 
town, his street, his family, himself, and loses its dynamic 
power if it does not act by and through this readiness for 
treachery.” But to say that men betray their country because 
they believe in such creeds only puts the question a stage 
farther back: how is it that men come to accept political 
beliefs which require them to centre their loyalty on a foreign 
country and support it against their own ? It is true that 
they do not always fully understand in the beginning the 
implications of the faith to which they are converted ; they 
may be attracted in the first place by other parts of the creed 
and only gradually, through the constant influence of the 
company they keep and the habit of party discipline, come 
to a definitely treasonable state of mind. But at any rate 
their attitude must have been such at the outset that the 
requirement of adherence to a foreign power is not a fatal 
stumbling-block to the political path which is taken. 


It is possible to argue in pure theory that the bonds of a 
national community are unimportant in relation to those of 
class or creed. But in practice traitors do not seem to try 
to justify themselves in this way or even to think in this 
way. After the years he spent gloating on the radio over 
the bombing of British cities and the reverses to British arms, 
Joyce still claimed in the written statement he made when 
he was captured that “I conceive to have been guilty of no 
underhand or deceitful act against Britain, although I am 
also able to understand the resentment that my broadcasts 
have in many quarters aroused.” He said that he had been 
brought up as “an extreme Conservative, with strong 
Imperialistic ideas,” and indeed it was true that in his youth 
he had manifested British patriotism in a most bellicose 
form, for he had served as a boy with the British forces m 
Ireland against the Sinn Feiners. All he could say about his 
decision to serve Hitler was: 

I was very greatly impressed by constructive work which 
Hitler had done for Germany and was of the opinion that 
throughout Europe as also in Britain there must come 4 
reform on the lines of National Socialist doctrine, though 
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I did not suppose that every aspect of National Socialism 
as advocated in Germany would be accepted by the British 
people. 

Even this does not seem to provide an adequate reason 
for what Joyce did. The real key to his actions, as to those 
of others of his kind, is to be found in the idea of gaining 
political power through foreign aid. When Joyce triumphantly 
told his listeners in 1940 that Britain must submit or be 
invaded, he confidently expected that Hitler would impose 
on conquered Britain a “friendly” or puppet Government 
in which he, William Joyce, would have a pcsition of 
authority and emolument. He who could make no career 
under British political democracy commensurate with his own 
opinion of his abilities, was to be set in a place of power 
and enabled to have his revenge on all who had slighted him 
in the past. This was the compact of treason, and it is the 
bargain made by all those who hope and intend to take power 
with the aid of foreign arms. Similarly, the Communists 
who in each country of western Europe have explicitly 
declared that they will be on the side of Russia if their 
country is ever at war with Russia, see themselves hoisted into 
power and ruling over their fellow-countrymen under the 
protection of victorious Russian arms. 


Politically motivated treason as it affects the nations of 
western democracy is inseparably linked with parties which 
aim at totalitarian dictatorship but are unable to come to 
power by their own strength. Such movements under condi- 
tions of political freedom differ essentially from revolutionary 
movements under a despotic regime, which denies to men 
of ability and principle any opportunity for public political 
activity and forces them to choose between blind obedience 
to the will of their rulers and illegal conspiracy. It can reason- 
ably be maintained from the point of view of the modern 
liberal state that a regime which denies elementary civil and 
political rights to its subjects is not morally entitled to their 
loyalty. Certainly German Jews after 1933 could not 
morally have owed allegiance to a state under the rule of a 
party vowed to exterminate their race. 

It is not easy to draw the line exactly, but the general prin- 


NOTES OF 


Work has at last really begun on that “integrated defence 
plan” under the North Atlantic Pact which, by 1954, is to 
deter or prevent the Red Army from invading western Europe. 
The Defence Ministers of the twelve participating governments 
met this week with Mr Johnson, the US Secretary of Defence, 
in the chair; it is their instructions that have put in motion 
the machinery of interlocking committees set out in a table 
on this page. 

At first sight it does not seem designed for speed ; but in 
practice it should ensure quite speedy decisions on major issues 
and adequate decentralisation of detailed planning. For real 
authority and power of decision are concentrated in the “ stand- 
ing group ” of three within the Military Committee: the repre- 
sentatives of the. chiefs of staff of Britain, France and the 
United States, permanently consulting in Washington, will 
constitute this body and “ provide such special policy guidance 
and information of a military nature to the other bodies of 
the organisation as is necessary for their work.” What this 
small staff decides, after consultation all round, will be carried 
out independently by the member governments. So both 
Sovereignty and good sense are respected. 

Speedy planning should be stimulated by the knowledge that 
nine-tenths of the billion dollars appropriated by Congress for 
the North Atlantic area under the Mutual Defence Assistance 
Act will not be available until President Truman has seen and 
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ciple is clear enough. It is a maxim of English law going 
back to medieval times that “ protection draws allegiance and 
allegiance draws protection,” and in a modern context pro- 
tection may be taken to include a guarantee of political rights 
to the law-abiding citizen. The ethical right of the state 
to punish treason varies, indeed, according to the degree of 
protection and liberty it accords ; the greater the political 
freedom, the less excuse can there be for seeking power with 
foreign aid. And ina political democracy it is only people of 
a certain kind who do so. They are misfits of society who 
have political ambitions and a thirst for authority over their 
fellow men, and may have abilities of a sort, but not the abili- 
ties which enable them to come to the top in a system of free 
publicity, free debate and free elections. Joyce was not 
without ability ; he knew well how to organise street-fighting 
gangs. Unfortunately, he had not the qualities which would 
have made him successful in parliamentary politics, and the 
more he felt himself rejected, the more he enclosed himself 
in a little world of conspiracy and violence, which separated 
him from the great world of British national life and made 
his final desertion to the ranks of Britain’s enemies only the 
completion of a spiritual secession which had already taken 
place. 


The man who takes this road will always complain of the 
oppression he suffers. But it is really freedom itself which 
such people cannot endure, for it does not give them the 
power they want. Miss West writes of what she calls the 
“ psychotic ” traitor that “his power of fantasy enables him 
to build any country which is the declared enemy of his 
fatherland into an ideal and beloved world.” It is well to 
recognise that these tendencies exist in our society and that 
they can be dangerous. But the ordinary citizen who con- 
templates the rogues’ gallery of treason in its most recent 
manifestation, so brilliantly recorded by Miss West, will 
surely be fortified in the conviction that treason in a demo- 
cracy is more than a rejection of the principle of “my 
country, right or wrong.” However it may deck itself out in 
the apparel of political doctrine, it remains essentially base 
and ignoble in motive and in method. 


THE WEEK 


approved the integrated plan. For immediate distribution 
there is available $100 million in cash and surplus arms and 
equipment worth $450 million. The major problems of alloca- 
tion betwetn the claimants in western Europe will therefore 
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not arise immediately to disturb the planners. When they do, 
it is to be hoped that the experts of the Military Committee 
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will agree more easily than did their economic colleagues in 
the OEEC when allocating Marshall Aid. 

There is clearly a key role for the British planners in the 
work now beginning. They are permanent members of all 
three regional planning groups for Europe ; if, as is expected, 
these groups make their headquarters in London, it is the 
British who will be the biggest common, co-ordinating factor 
in western and northern Europe. The Americans, on the 
other hand, are full and permanent members only of the North 
Auantic and north American groups ; and Congress’s feelings 
about peacetime commitments are respected by arranging that 
the Americans are orily (like the Canadians) “in liaison” with 
the European groups and therefore appear between brackets. 
The Europeans may achieve among themselves some kind of 
integration of forces ; but their relationship to the Americans 
can hardly, in the present scheme, go beyond association. 


* * * 


Problems of Two Pacts 


One or two points of importance and delicacy arise from 
the new Atlantic defence arrangements. First is the question 
whether the “standing group” can and will preserve the 
intimate collaboration built up by the British and American 
Combined Chiefs of Staff within the Pentagon at Washington. 
As that invaluable association officially came to a quiet end last 
week, the “ standing group ” is presumably intended to take its 
place, thus bringing the French into the English-speaking holy 
of holies that they have so long wished to penetrate, for political 
as well as economic purposes. Judging by what happens in 
Germany this may not make planning easier, but those in Paris 
and Washington who believe that the Anglo-American 
partnership must remain an exclusive marriage, May now see 
a ménage 4 trois developing. 

Second is the question how the Atlantic Pact machinery and 
that of the Brussels Pact interlock—if they do. The greater 
instrument does not guarantee immediate aid between parties 
in case one is attacked, whereas the smaller does. And under 
the Brussels Pact there exist already the integrated staffs and 
complete operational plan drawn up by Lord Montgomery’s 
“ Uniforce ” headquarters in Fontainebleau and London, inde- 
pendently of the Americans. It is to be hoped that these will 
survive and continue to develop as signs of that will to work 
together in western Europe about which Congress is always 
eagerly inquiring. 

_ The next session of Parliament should provide an opportunity 

for asking Mr Bevin to clarify these matters and to explain the 
complex system of committees thai he has built up since 1947, 
in the effort to promote simultaneously European and Anglo- 
American unity. There is obviously too much over-lapping 
and presumably some confusion of purpose in the political and 
economic, as well as the strategic, spheres. When so many 
first class officials and officers are consulting and co-ordinating, 
it must be hard to keep anyone free for thinking. 


x * a 


Government for Berlin 


In many ways, the announcement that the Soviet-sponsored 
German People’s Council is to transform itself into the 
Provisional People’s Chamber and set up an East German State 
is a complete anti-climax. The new regime will be set up 
without elections or any consultation with the popular will. 
Such action was risked in the spring when, it will be recalled, 
over a quarter of the electorate voted against the Soviet occupa- 
tion, in spite of the fact that the referendum asked them the 
question whether they were in favour of a just peace and an 
end to occupation. The Russians dare not risk another such 
rebuff. Even among Communists, times are difficult. Both 
the Socialist Unity Party in the east and the Communist Party 
in western Germany are undergoing a tremendous purge of 
Titoists and uncertainty and confusion reign even within the 
Communist cadres. 
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Why then have the Russians gone forward with a plan to 
set up this ridiculous rump government ? In the first 
it is probably a sign that they no longer hope to persuade the 
west into accepting a government for the whole of the Reich 
It may also mean that they fear the attraction the govern. 
ment at Bonn would exercise if no counter institution were to 
exist in the Soviet zone. The most likely explanation, how- 
ever, is one which the western powers would do well to 
scrutinise carefully. In many ways, the People’s Government 
in Berlin is so ludicrous that there may be a temptation to 
under-estimate its significance. Yet there is one possibilj 
open to Russian policy which could, in spite of the blunders 
made by Russia in its own zone, still embarrass the western 
powers. The communique announcing the new government 
states that a peace treaty will be concluded with it, and that 
thereafter occupation forces will be withdrawn. Such pro. 
cedure is of course safe enough in a country already in the 
strait-jacket of the secret police, and in any case, the Russian 
forces would not need to withdraw very far. But the next 
stage will be the launching by the Soviet government of a 
new “peace campaign,” with a demand for the withdrawal of 
the allied forces as well. Russia may hope that in time the 
Germans themselves will join in the cry and demand that 
German soil be freed of troops. This is the possibility which 
western statesmanship must examine. There is nothing the 
Russians would like more than to suggest to the world that 
the removal of Russian troops across the Vistula is the exact 
equivalent of the retreat of American troops across the Atlantic, 


* * * 


Equality of Sacrifice 


In his Mansion House speech on Tuesday, the Chancellor 
of the Exchequer referred to his proposed increase in the 
Distributed Profits Tax as a “special contribution” (the 
choice of words is a little ominous) which the profit-earner 
ought to be willing to make “to affirm his belief in the prin- 
ciple of equality of sacrifice.” ‘The following relevant figures 
are drawn from the latest White Paper on the National Income 
[Cmd. 7649]:— 


1938 1948 Change 
(¢ mn.) (£ mn.) % 
Gross Totals :— 
EN hs Ghs o oabb Svein cus ok 1,735 3,975 + 129 
Distributed profits of com- 
BOM . . . fap oem Fs ors 506 730 + @ 
Net Totals after deduction of 
divect taxation ;— 
NOME GON os os aakbwases 1,682 3,635 + 116 
Distributed profits of com- 
MNT S015. . 6nvee Fa J 465 639 + 3 
Net Totals adjusted for rise in 
pricest :— 
be CARE A ee 1,682 2,020 + 2 
Distributed profits of com- 
WOME kicks decisis edie ack 465 355 — 24 





* It has been assumed that the rate of taxation on personal incomes 
arising from company profits was the same in each year as that 
on the whole category of professional earnings, farming incomes 
and profits; this almost certainly understates the rise in taxa- 
tion on distributed profits. + The adjustment has been done by 
reference to the average rise in the prices of consumption goods 
shown in the White Paper. 


It is perfectly clear from these figures that the principle of 
equality of sacrifice would justify a reduction in profits tax 
far better than an increase. It is true that, if the Chancellor 
gets his way in holding down wages, wage-carners are now 
about to lose a small part of their gains of the past decade. 
But does “equality of sacrifice” mean that profit earners are 
to be soaked whenever wage-earners lose anything without 
sharing in any of their gains ? 

Does not Sir Stafford realise how much, whenever he utters 
nonsense of this sort, he devalues both his own reputation 
and also the force of the moral principles he preaches? 
Let him admit that he had to throw the trade unions 4 SOP; 
and let him not try to deck out his surrender in any disguise 
of principle. 
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Election Dilemma 


The timing of the General Election has presented the 
Government with an unpleasant dilemma. Both the Labour 
Party machine and the parliamentary programme have been 
geared to an election in the spring of 1950. To go to the 
country in the autumn would involve losing the Iron and 
Steel Bill and the Parliament Bill—for the time being at 
least—and fighting with the Labour Party machinery only 
partially assembled: this machine is extremely effective when 
in running order, but it takes a considerable time to set it 
in motion. On the other hand, delay until the spring might 
mean fighting the election not in the light shade of the present 
crisis but in the deep shadow of a much more serious and 
obvious one. 


It is not surprising, therefore, that there should be a division 
of opinion among the leaders of the Labour Party, with Mr 
Aneurin Bevan and Sir Stafford Cripps leading those Ministers 
who would like to go to the country now, and Mr James 
Griffiths, the chairman of the party executive, leading those 
who would like to delay the contest until the spring. It seems 
that the Prime Minister and Mr Herbert Morrison are both 
undecided on this question, and before making up their minds 
they will no doubt wait for Mr Bevin to express his views 
on his return from the United States next week. Mr Attlee 
is known to hold strong views on the desirability of waiting 
until the spring if possible, so that the Government can present 
itself to the people as having fulfilled the so-called “ mandate ” 
of 1945 and as having run its full course—an event which, 
after all, would be unique in the history of Labour govern- 
ments and rare among governments of any complexion. In 
the meantime, all the parties are using the possibility of an 
autumn election as a useful stick with which to scare sluggard 
agents or dilatory constituency committees. 


* x & 


Railwaymen See Sense 


The decision of the National Union of Railwaymen to seek 
an improvement in the wages only of the lower-paid men, 
instead of pressing for a flat-rate increase all round, or indulging 
in strike action, represents a modest victory for common-sense. 
The three-to-one vote at last week’s special delegate meeting in 
favour of this course was undoubtedly influenced by the men’s 
awareness of the economic situation and by their loyalty 
to the Labour Government. But the most powerful factor 
was their recognition of the sheer impracticability of any 
other course. The majority, it is certain, feel just as strongly 
about the rejection of their ros. claim, as the minority which 
want drastic action but—to judge by the feeble response to 
the “ work to rule” moves in London and elsewhere—they are 
still not prepared to be unconstitutional, or to incur on a 
national scale the disfavour of the travelling public. 


Mr. Figgins, the secretary of the union, has been placed 
in something of a dilemma. He originally treated the Railway 
Executive’s offer to raise the wage rate of the lower-paid 
men with complete contempt and has since persisted in an 
attitude of defiance which incidentally involved the repudia- 
tion of an article in his own union journal which suggested 
that the lower-paid men should have first preference. 
For the past few months he has led his members to believe 
that he would be able to produce the rabbit out of the hat, 
but in fact he has not even produced a jugged hare. It is not 
surprising that some of the rank and file should begin to have 
their doubts about their leadership, and certainly the general 
public has drawn the conclusion that there are better patriots 
among the lower ranks than among the leaders of the NUR. 
But a greater test of common-sense and patriotism lies ahead 
of railwaymen. As a leading article points out this week, 
there is no justification for raising the pay of lowest-paid 
workers with the present size and level of efficiency of the 
railway labour force. 


769 
Testing Time for OEEC 


The word crisis is again appearing in reports from the 
Organisation for European Economic Co-operation (OQEEC) 
in Paris. On this occasion the basic trouble is that too many 
problems are pressing down on too fragile a structure, One 


look at the items now rolling on to the agenda of the OEEC 
will illustrate the point. 


Already a committee is at work sifting the first memoranda 
from the Marshall countries on their plans for “ liberalising ” 
trade. A long and probably tough period of bargaining lies 
ahead before each nation feels convinced that the bars it has 


lowered have been matched by action throughout the rest of 
Marshall Europe. 


Another source of anxiety is the persistent dollar famine. 
This question was left partially suspended in the nope that 
the Washington talks might bring some new relief. The highly 
complicated negotiations during the summer over the alloca- 
tion of Marshall funds for 1949-50 left most of the participants 
dissatisfied and still hungry for dollars. Even the $150 million, 
which the Economic Co-operation Administration (ECA) 
insisted be put aside to finance the “ liberalisation” of 
European trade, got swallowed up in the general distribution. 


Now ECA has demanded that the fund be restored by a 
pro rata cut. However, there is a strong possibility that the 
dollar recommendations of OEEC will be followed only for the 
first six months and, after that, the ECA itself will determine 
allocations on the basis of a “ merit ” system. 


The major problem arises from the failure of the Washing- 
ton talks to produce anything more substantial than devalua- 
tion. It is true that devaluation may halt the recent widen- 
ing of the dollar gap, but it is doubtful whether financial 
realignment by itself will do much towards closing it, One of 
the most depressing and urgent topics at OEEC, therefore, 
will turn on the latest figures showing the retrogression in 
Europe’s trade balance with the dollar world. Throughout the 
first half of 1949 the dollar deficit mounted steadily, until in 
the second quarter it averaged $326 million compared with the 
lowest figure yet achieved—$245 million in the second half 
of last year. 


& * * 
Devaluation Brings New Headaches 


For some OEEC officials, devaluation—far from solving 
their problems—has added a new series of tasks. New esti- 
mates have to be prepared for the import and export pro- 
grammes, and the Intra-European Payments Scheme will need 
revision. Moreover, the extent of the devaluation of the pound 
and the secrecy which attended it have brought fresh political 
tensions and have aggravated old ones. France has requested 
that at least the repercussions of devaluation be discussed in 
the council rooms of OEEC. 


The passage of time has also revealed some major weaknesses 
in the plans of the Organisation for the co-ordination of indus- 
try in western Europe. The widely heralded projects for the 
integration of such industries as steel and oil refining have 
remained largely paper work. Detailed studies have been made 
of the industries in each country, but no agreed recommenda- 
tions have gone forward, since the officials realise that as civil 
servants of eighteen sovereign nations they have no power to 
shape the industrial policy of any member country. When the 
Council of OEEC comes to examine these reports at the end 
of the month, positive action will be possible only if in the 
meantime each of the eighteen countries has abandoned some 
degree of sovereignty—a highly unlikely occurrence, 


The events of the past few months have again heavily under- 
scored the fact that OEEC, as now constituted, lacks the 
authority to carry out the job assigned to it ; and the much 
publicised group of cabinet ministers which was going to act 
as a Board of Directors, has so far seemed to act as little more 
than window dressing. Nor has its place been taken by an 
effective Council of Europe, 
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Mao’s Textbook Coalition 


The new central government of China set up in 
Peking has received immediate diplomatic recognition from 
the Soviet Union and from its satellites. It is a strange and 
wonderful creation, which is certainly intended to conceal 
rather than to display the current reality of Communist China. 
There has been nothing so simple as the formation of a 
Cabinet, with a distribution of portfolios among leading political 
personalities on the side of the new People’s Republic. The 
large, amorphous assembly convoked by the Communists, the 
so-called People’s Political Consultative Conference, has elected 
a People’s Government Council of 63 members and a National 
Committee of the People’s Democratic Front of 180 members. 
The Government Council, which has Mao Tse-tung as chair- 
man, has appointed Chou En-lai as Premier of State Adminis- 
tration and concurrently Minister of Foreign Affairs, and Mao 
Tse-tung as chairman of the People’s Revolutionary Military 
Council. It has also appointed heads of the new supreme 
people’s court and the procurator-general’s office; but 
apparently, as in the Kuomintang system, there will be ‘no 
cabinet of ministers in control of all branches of state activity. 


This complicated system is, however, admirably suited to 
provide the appearance, without the substance, of a broadly- 
based coalition government. Three out of the six vice- 
chairmen of the Government Council are non-Communists, 
and among ordinary members of the Council are to be found 
more than one leading Chinese capitalist. It was foreseen that 
the Communists would make a gocd show of coalition politics, 
when it came to setting up a formal government, partly in order 
to impress foreign opinion with their liberality, partly to gain 
maximum support from middle-of-the-road and opportunist 
political elements within China during the period before they 
have consolidated their power. 


There is, however, no reason to suppose that the non- 
Communist partners in Mao’s coalition are destined for any 
other future than that assigned to those politicians of a similar 
sort who hoped to have political careers in collaboration with 
Bierut, Gottwald, Rakosi or Dimitrov. Communists do not 
share power except as a temporary tactical manoeuvre. In 
China the bulk of the armed forces on the Communist side are 
under direct party control and Subject to exclusive Communist 
indoctrination ; through the poliiical commissars and General 
Chu Teh as commander-in-chief, this basic lever of power 
will certainly be gripped even more firmly than before by the 
Communist Party, and such fellow-travellers as Madame Sun 
Yat-sen, Li Chi-sen and Chang Lan will not be permitted to 
meddle in such high matters. The time will come when they 
will simply be told, in the language of the old Chinese imperial 
edicts, to “tremble and obey.” 


* * * 


China’s Rival Voices 


The Chinese Communists have shown political wisdom 
in waiting until they have definitely gained control of the 
greater part of China before making their claim to recognition 
as its legal government; but they have now made the move 
in good time to counter the Nationalist Chinese delegation’s 
appeal against the Soviet Government in the Assembly. 
Now that the Soviet bloc has transferred diplomatic 
recognition to the Communist regime, it can challenge the 
right of Dr Tsiang to speak for China; and western nations 
which are considering the transfer of recognition find it 
embarrassing at this moment to sustain him in a right which 
they still formally acknowledge. Their confusion was reflected 
in the proceedings of the Assembly’s committee which, after 
a voting tie on Dr Tsiang’s request for his appeal to be treated 
as urgent, put it fifth on the agenda. This is expected to mean 
that it cannot come before the Assembly before the middle of 
November, by which time Britain, the United States and 
France may have made up their minds to which of China’s 
megaphones they will officially listen—the one which says that 
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Russia has promoted the disruption of China or the one 
which says that Russia is China’s only true friend, = 


The situation in Uno would be comic if it were not s 
serious, for the Charter does not provide any procedure for 
depriving a delegation once duly seated of its right to 
sent the country which sent it. If the principles to be followed 
are those governing admission of new members of Uno, it 
is even arguable that the delegate of a permanent member of 
the Security Council with the right of veto can legally prohibit 
his own removal. Dr Tsiang is entitled to commit 
veto-de-se. No doubt, however, the view will be taken that 
on this occasion at any rate the veto does not apply, and that 
the Security Council can by a majority vote place a Chinese 
Communist in Dr Tsiang’s seat. On the other hand, this js 
unlikely to happen as long as the United States has not yet 
recognised the Peking Government, and there is no sign that 
recognition by Washington is imminent. 


w * x 


Civil Servants’ White Queen 

Senior civil servants must be feeling very raw with the 
Chancellor of the Exchequer for assuming the garb of the 
White Queen only two days before they were due to receive 
the first instalment of the higher pay promised to them last 
February. The jam they were to receive on October rst has 
now become the ever receding “jam tomorrow.” This last 
minute decision, coming seven months after a firm promise of 
increased salaries, may hit some civil servants very hard indeed. 
With so definite an undertaking behind them, they had a legiti- 
mate reason for loosening their very tight belts a hole or two, 


If the recommendation of the Chorley Committee, which 
advocated these higher salaries (Cid 7635), had been put into 
force in June, few people outside the civil service might have 
remembered them. In this respect civil servants are less lucky 
than university staffs, whose salary increases were approved in 
general by the Chancellor at almost the same time, and who 
have so far escaped any prohibition. There can be no doubt 
that the increases which were to be given to the civil service 
were amply deserved. Salaries of permanent secretaries and 
under secretaries of Government departments are only 17 per 
cent higher than in 1939, but their responsibilities have 
increased enormously. There can be few from whom the 
country receives so much for so little reward. 


In the long run, however, and provided these civil servants 
are not all dead by then, they may come to see that the decision 
was wise. There is no tinder which is more susceptible to 
sparks than complaints against the civil service for not sticking 
to the rules it imposes on others. To raise any civil service 
salaries at the present time is to rub flint and steel together. In 
the eyes of other claimants to higher wages, higher civil service 
salaries would have been taken as an argument for ignoring the 
Government’s exhortations. But they deserve great sympathy 
for being sacrificed upon the altar of wage stability. 


* * * 


Opportunity for Colonial Servants 


The training of colonial servants, as of their home civil 
counterparts, is getting better, to judge from the summer school 
held last week at Oxford for 130 of them drawn from 29 colonial 
territories. Unlike the home civil service, however, colonial 
service recruiting seems to be getting worse and there is now 
a shortage of 1,400 senior staff, mostly in the higher technical 
grades, out of a total cadre of 12,000. Immediately after the 
war ex-service recruits came forward very well, but this source 
of supply has now dried up and the ordinary candidates direct 
from the universities are not forthcoming in sufficient numbers. 
Under these circumstances the benefits of extra training to the 
administrators and of colonial welfare to the administered is 
likely to be frittered away in overwork. 


It cannot be argued that it is life in the colonies which is 
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unpopular: the response to the demands for university teachers 
of all grades to staff the new colonial universities in East and 
West Africa and the Sudan and the West Indies has astonished 
the university authorities, and various makeshift schemes have 
been abandoned in favour of proper permanent appointments. 
It appears that men and women are prepared to empire-build 
in colonial universities but not in colonial government service. 
Is this due to a sense of insecurity in the careers of colonial 
servants, or to a reluctance to get involved in the conflict of 
authorities among the various bedies now responsible for 
colonial development, or simply to inadequate pay and condi- 
tions of service ? Clearly something more will have to be done 
to attract recruits. 


For the summer school itself and its subsequent six-month 
courses at Oxford, Cambridge and London Universities, full 
praise is due. The students have all had some years of service 
in the field in the colonies and can therefore draw upon their 
experience, and are young enough to pick up fresh ideas. 
Part of their time is occupied in following general courses, 
and part in studies related to their fields of administration. By 
these means they are enabled to get the feeling of the develop- 
ments in British economic, social and technical policy, and to 
recognise the aspirations and problems of the master whom 
they serve. This system of a six month course at home should 
help to overcome the complaints of colonial servants that after 
many years’ service in remote stations they emerge at the 
summit of their careers only to be told that they lack sufficient 
breadth of experience to become governors or chief secretaries. 


* * * 


Little Census 


The “Estimates of Sex and Age Distribution of the 
Civilian Population,” published this week,* fill a gap in the 
national statistics. As their Introduction explains, the only 
: *HMSO. 2s. 6d. Buus df . 








From Our Own 
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Never were the tides and currents in the world’s affairs 
$O Overmastering or so complex. Never was it more 
-Mecessary than in these unstable and distracted times 
to be accurately and impartially informed from day to 
day on the trend of foreign and Commonwealth affairs 
the world over. 

From its earliest history the reputation of The Times 
was in large measure founded upon the exceptional 
foreign intelligence transmitted by its own correspondents. 
The tradition fostered by Crabb Robinson during the 
Napoleonic wars, by W. H. Russell in the Crimea, by 
Blowitz in Paris, by Donald Mackenzie Wallace in 
St. Petersburg is still served by a corps of some 100 
active correspondents in almost all the vital world 
centres. The information thus provided represents a 
responsible Imperial and Foreign News service of the 
Widest scope and of unrivalled value. 
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enumeration of focal populations by sex and age to be taken 
since the 1931 census is that of September, 1939 (described, 
in a notable piece of official understatement, as recording “a 
transitional state”), and while statistics exist of changes in 
the aggregate populations of each locality, these provide data 
which are obviously inadequate for most purposes. Housing k 
and school building programmes, for instance, need something 

more than aggregates to guide them ; and the distribution of { 
unrationed or point-rationed food, the allocation of various ' 
licences, the provision of a number of ‘public utilities, and 
even planned industrial development, are—or should be— 

suited to the special demographic circumstances of particular 

areas. These, it is here revealed, vary considerably ; to take a 

couple of examples at random out of the 1,470 local govern- 

ment areas listed, Surrey has 13 per cent of its population 

in the school-age bracket, Monmouthshire only 10 per cent, 

while the South-Western counties have 13.§ per cent aged i 
over 65, compared with only 9.6 per cent in Durham and tae. 
Northumberland. : 

The broad trends already familiar from the Registrar 
General’s regular reports are somewhat blurred in these Esti- 
mates, since the latter refer exclusively to the civilian popula- 
tion. Certain figures are, indeed, more accurate than anything 
hitherto available between census years. The construction of 
national figures for England and Wales on the basis of local 
totals has produced, in age groups unaffected by military 
service, a slight scaling down of the previously accepted figures, 
which, however, does not alter the general and familiar picture 
of an ageing population. In the age groups affected by the 
call-up, however, the new estimates are useless for any pur- vate 
pose of demographic calculation—which is just as well, for ‘at 
the picture they give of 700,000 surplus women between the 8 
ages of 15 and 25 would, if it corresponded to reality, be a 
very dark one. The same considerations make it impossible 
(in the absence of highly detailed complementary statistics 
relating to the domicile of servicemen) to trace those regional 
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cr local divergences from the national norm which, here 
recorded for the first time since 1931, would have formed a 
valuable supplement to knowledge already available. These 
Estimates, in fact, will be of value less to the general student 
of social trends than to local administrators and to specialists 
requiring information for certain limited and specific purposes. 


* x * 


International Force for Kashmir ? 


Pandit Nehru’s forthcoming visit to England and America 
emphasises the necessity for an early settlement of the Kashmir 
dispute. Communism can only be stopped in Asia if India 
and Pakistan not only give their smaller neighbours a firm 
lead, but also provide them with an example of internal stability 
and progress. Neither is possible so long as both countries 
have to divert their revenues to armaments, and their energies 
to propaganda, directed against each other. 


It was suggested in The Economist of last week that India’s 
present reluctance to agree to a Uno-supervised plebiscite in 
Kashmir may be due to lack of confidence in the present 
attitude of the Moslem population. There may also, however, 
be a genuine doubt of the effectiveness of Uno supervision in 
existing circumstances. At present both India and Pakistan 
occupy parts of Kashmir, and each country supports a govern- 
ment in Kashmir. This means that in one part of Kashmir 
there are troops and police whose allegiance is to India and 
in another part there are troops and police whose allegiance 
is to Pakistan. Moreover, in so far as these troops and police 
are local, a decision in the plebiscite against the country they 
support would mean a loss of their jobs and futures. 


Naturally, therefore, neither India nor Pakistan believes that, 
in the areas controlled by the other, there will be no pressure 
brought to bear on the voters. India clearly cannot accept as 


Russia and the West 


Very unexpectedly, there is a probability of a war with 
Russia. In conjunction with Austria, that power has 
required the Sultan to give up their rebellious subjects 
who have taken refuge in his dominions. . . . 

There can be no doubt whatever that the conduct of 
Russia, in arrogantly making such a demand, and in 
threatening to support it by force of arms, violates the 
laws of nations. She aspires, then, to make a new code 
of national laws, and be the sole legislator for Europe. 
This cannot be allowed. No one of the great powers is 
so weak in such a contest as Russia. She can have no 
efficient allies. Austria is too much involved in [taly 
and Hungary to be able to render her any material 
assistance. Italy would probably be invaded by the 
French, and under their auspices would again rise, most 
probably with much greater success than in 1848, to chase 
away the Austrians. Hungary not yet pacified, and no 
longer cordially united with Austria, hating Russia as the 
instrument of her subjugation, would probably again be 
urged into insurrection. All the German subjects of 
Austria must be opposed to measures involving the possi- 
bility of such occurrences, and must be disinclined to 
see Russian power predominant. A war which would set 
loose in Austria all the elements of disorder, would be 
fatal to its greatness. Austria, in such a contest, can 
afford Russia no efficient aid. 

The finances of Russia are not in a condition to enable 
her to enter into a war with England and France. .. . 
We trust, therefore, that a true sense of his own position, 
and the language used by our Government, will be suffi- 
cient to make the Emperor of Russia sensible that he 
has taken a wrong step. . . . We hope there will be no 
war. The people of Europe want peace. For nothing did 
they hate political change so much as that it disturbed 
peace, and they will not pardon in the Emperor of Russia 
that which they have loudly and fiercely condemned in all 
the demagogues and revolutionists of the age. 


The Economist 


October 6, 1849 
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satisfactory a plebiscite in the Azad Kashmir areas sg 

as the Azad Kashmir forces are noi disarmed. Pakistan . 
be expected to believe in the neutrality of Shaikh Abdulia’s 
police. Yet the withdrawal of all troops and police by both 
sides involves a very severe risk of anarchy and the rule of the 
local hooligan, conditions in which a plebiscite could not be 
held at all. This is a risk which India in particular cannot 
possibly face, since the Maharaja’s accession makes jt } 
responsible for the peace and good order of the country, 


The solution would appear to be for the United Nations 
fully to accept its responsibility and provide an international 
force, as the League of Nations once did for the Saar. Six 
or seven thousand men would be enough ; the Kashmiris are 
a peaceful people, and for minor criminal work the local police 
constables, though not their officers and NCOs, could be used. 
But the authority of the fcerce would have to continue for a 
considerable period. Refugees have to return, proper clection 
rolls have to be drawn up, and time has to be given for the 
different alternatives to be adequately expounded to the popula- 
tion. The force would be required for not less than a year, 
It is a small price to pay to remove the threat of war from a 
fifth of the human race; and nothing could do more to 
strengthen the authority of the United Nations than evidence 
of its capacity to cope with an issue of this kind. Kashmir 
is indeed a test case, 


* * a 


Tito Below the Gangway 


Except when an extraneous issue, such as pro-Semitism or 
Arab-itis cuts across the usual dividing line between East and 
West, the voting at meetings of Uno can be predicted with 
some confidence. Now the prophets are going to have a testing 
time. For Jugoslavia, since the quarrel with Stalin, has become 
an independent member. It first showed its new freedom 
when its delegate stalked past the huddle of Vyshinsky’s friends 
who were clustered in the lobby before the election of the 
president of the Assembly. 

The successful candidate was General Carlos Romulo, of the 
Philippines, who received 53 votes against only § (instead of 
the usual 6) for the eastern bloc nominee—Mr Clementis 
of Czechoslovekia. Jugoslavia had changed sides—but not for 
long. As any good Marxist should, it later showed its prefer- 
ence for Mao-China over Kuomintang China. But it is stand- 
ing against Czechoslovakia for the seat shortly to be vacated by 
the Ukraine on the Security Council, and it has even been 
canvassing confirmed anti-Reds from Latin America to this 
end. Clearly, it is keen to play the spicy role of the member 
who is above party. But the shape of the parties is such that 
the Jugoslav delegate will seldom, if ever, enjoy the charm of a 
casting vote. He must be content with the pleasure of wearing 
a bowler hat as well as a red tie. 


x * * 


Round Game on Libya 


The inhabitants of Libya must be rubbing their eyes. Only 
five months ago, numbers of their well-wishers were urging the 
need for a longish term of trusteeship over their country. 
Now, and without visible sign of any change in their way of life, 
everyone is extolling their fitness for independence. They are, 
at the current Assembly of Uno, the subject of another round 
of proposals ; but whereas in May the motive underlying 4 
majority of the suggestions made was a desire to reward Italy 
for its solid preference for the western bloc, this time most 
of the proposals appear to have been primarily designed 
to attract the requisite two-thirds majority of Assembly 
votes. It will be remembered that the Bevin-Sforza proposals, 
which so nearly succeeded, proposed independence for Libya 
after ten years of trusteeship—British for Cyrenaica, French 
for the Fezzan and Italian (after 1951) for Tripolitania. 
emphasis has now shifted to thoughts of Arab independence 
and—quite rightly—the wishes of the inhabitants. 
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The principal impetus for the shift came from Count Sforza. 
In July. he persuaded most of his Cabinet colleagues that Italy 
must now cut her losses in Tripolitania, and had more to gain 
from Arab friendship than from a restive territory held in 
trust. There followed a complicated series of discussions with 
the British, the French and the Americans, through diplomatic 
channels, some at Strasbourg. 


The main result of these, in terms of proposals before the 
current Assembly, is an almost world-wide plea for a united 
Libya. But discord sets in as soon as the method and pace 
for achieving this end are discussed. According to a scheme 
propounded by the British, supported heartily by the 
Americans, and cautiously by the French, the Assembly is to 
decide on a time limit within which the British administration 
shall finish its task. The term Mr McNeil mentioned was 
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Be three to five years. Thereafter, a political structure “ adapted 
as to the needs and desires of the three territories ” shall come 
| into operation. 
g The Americans want to achieve this through an Advisory 
i Council, on which they hope the Italians and Egyptians will 
serve, and which would help with the constitution-making. 
am The French are shaking their heads over the dangers of moving 
ie too fast. The Indians, referring composedly to their own 
similar experiences in 1946, are supporting the west. But the 
Italians are not. Having decided to give Arab wishes full 
measure, they are brimming over with plans for elections for a 
constituent assembly in Tripolitania six months from now. 
Their proposal comes nearest to the Eastern bloc thesis, which 
is that total independence shall become operative three months 
hence and that, simultaneously, a total withdrawal of foreign 
troops and liquidation of foreign bases shall be carried out by 
the British, the French and (at Mellaha airport) the Americans. 


ahhh ny 


** * * 


oa Perfide Albion and the Emir 
‘a The average British reader will be surprised and nettled 
Ef to learn that these propositions are accompanied by vitupera- 
CRY tive press criticism of Britain not only in Russia, but in Italy 
"id and, in muted tones, in France. The theory there expounded is 
that Britain is perfidiously grabbing at new footholds in Africa. 
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The ground for many unpleasant cartoons and innuendoes ‘ 
the British proclamation, on September 16th, of “t 

powers ” for the Emir of Cyrenaica—powers which enable him 
to enact a constitution and appoint a Cabinet for Purposes of 
self-government in Cyrenaica. Seen through narrow British 
departmental blinkers, this proclamation was simply the logical 
outcome of last June’s promise of internal self-governmeng. 
Seen from the wider angle of world opinion, it was an attempt 
to confront the Assembly with a fait accompli and to make 
sure of an amenable Abdullah at Benghazi and Tobruk. Which 
is the prime consideration, the Emir’s good graces or the respect 
of the other European Powers concerned in building Libya's 
future ? And were the two incompatible ? 


Surely it was the height of clumsiness to act as if they were 
so. For it cannot have been beyond the bounds of diplomacy 
to agree with the Americans and the French on a formula 
satisfactory to the Emir; and the moment to announce this 
was not on September 16th, but at the Assembly. 


x * * 


The Economist in the Lords 


An article in The Economist of August 13, 1949, entitled 
“ Britain in the Pillory” has received the honour of much 
quotation. Unfortunately it has also been maliciously mis- 
quoted and distorted in a left-wing propaganda sheet, and 
since last week’s Parliamentary debates show a tendency among 
Ministers to prefer the misquotation to the original, it may 
be as well to set the record straight. The Lord Chancellor, 
for example, is quoted in Hansard as follows: 

May I quote these words from a most striking article in The 
Economist from the issue to which my noble leader has already 
referred ? 

“In our opinion Britain’s present difficulties are not due to 
anything that can properly be called Socialism ; they are not 
due, save in a minor degree, to policies of the Labour Govern- 
ment .. . and to make the present crisis an excuse for an anti- 
Socialist campaign would hinder rather than help towards its 
solution.” 

The three dots that appear in Hansard suggest that cither the 
noble lord himself, or one of the clerks, knew he was mis- 
quoting, for nobody could read the missing words without 
seeing that they completely change the meaning. The relevant 
phrases ran in the original as follows: “ Britain’s present diffi- 
culties are not due to anything that can properly be called 
Socialism ; they are not due, save in a minor degree, to policies 
of the Labour Government that would have been substantially 
differently applied if another party had been in power.” 


The meaning of this sentence is perfectly clear to anyone 
who does not approach it with the determination to twist its 
meaning. Nor is the view it contains new to readers of The 
Economist. The policies of the Government are certainly 
responsible for the British economic crisis. But it is their 
non-controversial policies that are chiefly to blame, not the 
socialist measures, which, however much harm they may do 
in the long run, have not yet had time to exert any influence 
on the balance of payments. It is our view, as we have con- 
sistently argued, that nationalisation has done far less harm 
than the Government’s precipitancy in setting up the welfare 
state and its accompanying load of taxation, and that inflation 
has done more damage still. It follows that those who 
attribute the balance-of-payments crisis simply to socialism 
will receive no support in these columns. But if we were to 
say that it could not be attributed to any of the policies of the 
Government—as Lord Jowitt’s misquotation made us say— 
we should be stultifying most of the economic arguments that 
have appeared here for four years past. 
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Letters to the Editor 


Full Employment 


Sir,—Even The Economist seems to me to have missed a 
point about the effect of full employment. It seems to me 
that what is causing immobility of labour is not, strictly 
speaking, full employment, but our miserable attitude towards 
it. People value it only because it means semi-permanent 
security. No one, apparently, sees the much more important 
fact that it Means a glorious chance of gettting a better job. 


Everyone likes the railwaymen, our porters like our police 
are wonderful. But I feel positively embarrassed when their 
leaders say in effect: “Give the poor fellows ten bob, out of 
the box if necessary. They can’t live on what they get.” Cer- 
tainly the money is bad for such a good lot of chaps, but why 
don’t they give themselves a rise ? All they need do is to ask 
for their cards, pick up their caps, and go out of a contracting 
industry into one of the many expanding ones. Desperate em- 
ployers are knowingly engaging the dregs of the labour market. 
What would they do if offered a man with a testimonial from 
the railways 2? Not all the railwaymen could make this switch, 
which is fortunate for the rest of us, but enough could do it 
to make a healthy improvement in the wage position. 


I do not say I want any member of the Government to 
preach this. It would only sound like an old lady trying 
to coax in the cat. But I do wish someone who can put some 
force behind his words would preach it. After going 
over it again and again I cannot see where I am wrong. I am 
only suggesting that the workers do what the middle class have 
always done.—Yours faithfully, H. B. Barwisz 


22, St. John Street, Oxford 


International Comparison of Labour 
Costs 


Sir —In The Economist of September 17th, page 639, deal- 
ing with estimates recently released by the Secretariat of the 
Economic Commission for Europe on relative changes of 
labour costs in industry you criticise as a “ principal flaw ” of 
the calculations the fact that the comparisons of prewar and 
postwar production are based on index numbers using pre- 
war weights. Your note goes on to say:— 

This can only mean that (other things also being equal) the 
comparison would be valid if the structure of industrial activity 
in the countries compared had remained static since 1935. But 
obviously they have not remained static. The fact that the 
American industrial economy has changed more rapidly than 
any other (using, for example, the shift of sources of power from 
coal to petroleum and the innumerable technological opportuni- 
ties which have followed from that shift) is perhaps decisive 
among all the economic advantages which the United States has 
enjoyed since the war. 

This clearly suggests that, in your view, if the estimate of 
the change in productivity had been based on calculations 
using postwar weights they would have indicated a larger 
increase in productivity in the United States. In fact, your 
own argument suggests the opposite. In so far as technologi- 
cal progress affects certain industries more than others and 
there is consequently a change in the structure of industrial 
activity, index numbers of production based on the relative 
Prices ruling in the end-period would show a smaller increase 
than index numbers based on the relative prices in the base- 
period—for the simple reason that it is the industries whose 
Productivity increases most that tend to have lower prices in 
relation to the others. This, in fact, was found to be the case 
for the United Kingdom, which is the only country for which 
alternative calculations using prewar or postwar weights can 
be made. If your argument is correct and technological 


changes were more important in the case of the United States 
than in the case of the United Kingdom and other European 
countries, it would follow that calculations based on postwar 
weights would show a smaller relative increase in productivity 
in the United States than calculations based on prewar 
weights ; and would thus reinforce the conclusions reached in 
the study.—Yours faithfully, NICHOLAS KaLpor, 


Director, Research and Planning Division, 
Geneva. The Economic Commission for Europe. 
[The foregoing argument can be summarised: if an industry 
increases its productivity, the result is to bring down the price of 
its product—and consequently its production or productivity as 
measured by value of output will tend to fall. Such calculations 


are self-defeating, and analyses based on them can only be ficti- 
tious. —EpiTor.] 


Wage Chaos 


S1r,—The pressure on your correspondence columns is so 
great that the over-lengthy contributor must blame himself if 
he is cut. My letter of last week took you to task for putting 
undue emphasis on wage increases as a cause of devaluation. 
The omission of the second part of the letter, however, 
inadvertently gives the impression that I am complacent about 
the wage problem. This is not so. On the contrary, devalua- 
tion endangers the foundations of an income policy which was 
laid in March, 1948. Those foundations must at once be 
strengthened in order that a sensible income structure can be 
eregted upon them.—Yours faithfully, 


Magdalen College, Oxford G. D. N. Worswick 


Animal Feeding Stuffs 


Sir,—There is little disagreement among the farmers that so 
long as animal feeding stuffs are in short supply a rationing 
System is the most successful way of distributing them. 
Today, although there is still a great shortage of protein 
feeding stuffs, cereals are available in such quantities as to 
cause serious embarrassment to the Ministry of Food which has 
to store them (and what is more pay for the storage and find 
the short-term capital necessary for holding such stocks) ; 
while farmers are failing to make use of all the cereal coupons 
to which they are entitled. This is no temporary seasonal glut. 
Even excluding dollar areas, supplies of coarse grains are 
likely to be plentiful for at least two years ahead and there is 
little reason to think that demand for them in this country 
will outstrip supply. 

The time is surely here when cereal feeding stuffs can be 
taken off the ration, when the extraction rate of flour can 
return to something nearer the prewar level, and when 
maximum price controls, justifiable only in times of scarcity, 
can be removed, retaining only the minimum price guarantees 
which are part of the Government’s long-term agricultural 
policy. 

I am not suggesting that the whole rationing scheme for 
animal feeding stuffs should be dispensed with. Protein should 
remain rationed and in this way the Ministry of Aguiculture 
will still be able, by allocation of protein coupons, to encour- 
age whatever type of livestock it wishes. But what is the sense 
of continuing a cereal rationing scheme whose only purpose 
can now be to employ officials who would otherwise be redun- 
dant, and to give to farmers a few more pieces of paper to be 
dealt with and a few more formalities to be gone through’ 
before obtaining a commodity which is troublesome by reason 
of its excessive quantities and not by reason of its scarcity.— 
Yours faithfully, H. D. Watston 

6, St. FJames’s Street, S.W.1. 
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India and the Sterling Balances 


Sir,—From your Business Note on the Indo-British Agree- 
ment in The Economist of August 13th, your readers may logic- 
ally conclude that India’s dollar problem during 1949-50 has 
been made easier than that which she faced in 1948-49. Nothing 
could be further from the truth than this. As contrasted with 
her net deficit of £38 million during 1948-49, over and above 
£14 million drawn from the I.M.F., India is now committed 
to a total import of only £35 million (75 per cent of import 
liabilities for the calendar year 1948). In all fairness to us, 
India should have been asked to cut down by 25 per cent, 
not the imports of the calendar year 1948 but those of the 
year July, 1948, to June, 1949, or April, 1948, to March, 1949. 
It is well known that during the first half of 1948, there were 
such stringent restrictions on our import trade that apart from 
having an unspent balance of £80 million in our Account 
No. 1, we had a favourable trade balance with all countries. 
One of the tragic economic consequences of Sir R. K. Shan- 
mukham Chetty’s regime during this period was this rigid 
control of imports at a time of decontrol which landed us into 
a second phase of “commodity inflation.” The foreign trade 
accounts for the calendar year 1948, should not therefore have 
been the basis of evaluating our import requirements. India 
is a backward country, badly in need of capital goods and food 
imports from dollar and hard currency areas ; and if she is to 
be a bulwark against Communism in Asia, these should be 
liberally provided by democratic statesmen of the Anglo- 
American bloc. I would go one step further and suggest that 
America should be persuaded to export food freely to us or at 
concessional rates and treat us as a country in need of some- 
thing like Marshall Aid. As for your comments against what 
you call “ Boosting up Unrequited Exports,” all I can say is 
that this is a sad reflection against a country which suffered 
the Bengal famine and hyper-inflation as part of her war effort 
in order that the democratic countries of the world may exist 
even though she was at that time a subject nation. 


In short, whereas for Britain, by the recent tripartite under- 
standing at Washington, the drain on gold and dollar reserves 
would be eased, India, if she continues to export to dollar 
areas as much as she did last year, would make a net contribu- 
tion to the central reserves of the sterling area, and at the 
same time would have to incur debts with IMF and the World 
Bank for her vital dollar imports. Like Belgium, because of 
triangular trade, and methods of foreign exchange financing, 
she too would have a dollar problem not all of her own making. 
—Yours faithfully, T. M. Desai 


School of Economics and Sociology, University of Bombay 


Cement Exports 


Sir,—I have read with interest the note on profitable cement 
exports which appeared in The Economist of August 20, 1949. 
Your information regarding the delivered prices of cement in 
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various Cities appears, however, to have been obtained, in part 
at any rate, from unreliable sources. In particular, the whole. 
sale price of cement delivered in bags to merchant’s private 
siding in Johannesburg is 79s. sd. per long ton and not 117s.— 
as stated. 

At the present time there is, in addition, a surcharge of 6d. 
per pocket (or 11s. 11d. per long ton) which is levied under 
a pooling scheme operated by the Government in order to 
enable the importation of a proportion of more expensive 
cement (including British cement) from overseas ; the imported 
cement is disposed of at the same price as domestically pro- 
duced cement. This surcharge cannot be regarded as part 
of the price of South African cement, nor does the total Price 
in Johannesburg, including the surcharge, equal the figure of 
117s. per ton.—Yours faithfully, CARL BORCKENHAGEN 

Johannesburg 


[The figures were prepared by the British Cement Makers’ 
Federation, which has published them elsewhere. They refer, as 
was stated, to supplies in bags to the consumer—not to wholesale 
supplies to merchants’ sidings. We regret that the figure given 
for Johannesburg has been found, on further inquiry, to refer to 
a district of the Rand outside Johannesburg.—EpiTor.] 


The English Landowner 


Sir,—May I offer some comments on your two articles on 
the English Landowner. Rural! cottage rentals have been con- 
trolled for many years and now average about four shillings 
per unit per week of which half is taken in taxation. With 
the best will in the world no landlord, whether private or 
public, can maintain property on 2s. 2d. per unit per week, 
and much the same can be said of tenant farms. The present 
cost of putting a ladder against a wall to replace a slate is at 
least ten shillings excluding the cost of the slate. 


Public and educational authorities have a very great advan- 
tage over the private owner as they do not have to make 
provision for Estate Death Duty. Because of the preferential 
treatment they receive in taxation and also in the raising of 
capital, these authorities may well obtain higher average rents 
than the private owner. This does not indicate any greater 
business acumen ; in fact, precisely the reverse is indicated. 


Today it is nearly impossible for an owner to get rid of a 
bad tenant, for Agricultural Executive Committees rarely if 
ever agree to notice being served on a tenant to quit on the 
ground of bad husbandry. This is because the majority of 
AEC officials are drawn from the ex-tenant farming class and 
their natural sympathy lies with the failure. In the unlikely 
event of the owner being successful with the AEC, he knows 
too, that it is highly probable that he will have to face heavy 
legal charges for the dubious pleasure of meeting the Land 
Tribunal which now takes precedence over our traditional 
courts of law.—Yours faithfully, 


West Country LANDOWNER. 





I heard it from a Mannequin 
Who heard it from her Mother, 
Who heard it from a Gypsy Man 
(At Hurlinghem, I gather), 
Who sang it like an angel 

To the music of a zither, 
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Earning Dollars 


Sir,—The pound is devalued and Sir Stafford Cripps, and 
everybody else, again exhorts British manufacturers to 
« redouble their efforts to sell their goods to the dollar markets.” 

Why not offer such manufacturers a bit of short-term incen- 
tive, in addition to the exhortations and the long-term incentive 
provided by patriotism and ultimate self-interest ? It appears 
to me, as an emotionally pro-British American observer who 
does business with Britain, that the managing directors of British 
factories are sadly in need of just such an immediate refresher. 
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I suggest putting at the disposal of manufacturing companies 
and the exporters, free of income tax and currency restrictions, 
a percentage of the profits of such companies measured by their 
increased dollar sales. That is, if a company increases its dollar 
sales, let it set aside a portion of its entire net profits free of 
income tax and currency restrictions. Then let this portion be 
distributable by the company in any way it may elect—in divi- 
dends, management bonuses, or wage bonuses—likewise free of 
income tax or currency restrictions to the recipients—Yours 
faithfully- THomas H. Joyce 


Rose Hotel, Wiesbaden, Germany 


Books and Publications 


A Human Economist 


“ Lezione di Politica Sociale.”” By Luigi Einaudi. Tipografia Fratelli 
Pezo-Torine. 252 pages. Price L.1000. 

Tue President of the Italian Republic, Luigi Einaudi, was, 
until the Fascist regime placed him on the journalistic index, 
known to a very wide public in Italy through his regular 
contributions to the Corriere della Sera, in which with an art 
akin to that of Mr Hartley Withers he stripped the economic 
and financial arguments of the day of the wrappings of technical 
jargon, enabling the common man to discern the broad out- 
lines of the controversies then raging around the gold standard, 
reparations and the bank-rate. After two decades of restric- 
tion to purely academic activity, he re-emerged to become 
head successively of the Bank of Italy, the Treasury and the 
Republic itself. This book is a series of draft lectures prepared 
for delivery to audiences of Italian refugees and internees in 
Switzerland in the concluding months of the war. The 
anxieties and excitements of the moment, the unaccustomed 
setting, and the heterogenecus character of the audiences 
elicited from Dr Einaudi—himself a political refugee—a series 
of sketches in which the lecturer’s personality and disposition, 
his tastes and his ideals, emerge as clearly as if from an auto- 
biographical essay. Not for a moment does Dr Einaudi wil- 
fully obtrude his personality ; his method, as a prefatory note 
points out, is the exposition of hypotheses, not the pronounce- 
ment of precepts; it is outside his range to say what is 
good and desirable: he states what consequences pertain to 
given premises. But it is at each stage obvious which premise 
warms Dr Einaudi’s heart and which chills it, and the result 
is a human document. 


The book is in three parts ; the first, which is an outline for 
the use of other lecturers, recounts how market economics 
work. The second part contains four lectures delivered to 
Italian university students at Geneva and Lausanne. The 
first two reflect the intense interest aroused in Italy on the 
eve of the end of the war by the Beveridge Plan. The case 
for state intervention in economics is reviewed in the light 
of two main purposes of such intervention: the pre- 
vention of monopolies (where it is beneficial) and the 
abatement of inequality between incomes (where the 
benefits are highly conditional and doubtful). The Beveridge 
Plan was in its English setting largely a project for tidying up 
the traditional English system of social insurance and relief. 
But it also expressed a more general aspiration which would 
necessarily be echoed in other countries. Writing in 1944 Dr 
Einaudi regarded the guarantee of a minimum standard of living 
to all citizens as an aim which in the future might not neces- 
satily be outside the range of Italian possibilities. The argu- 
ments for and against a universal state pension are set forth 
with severe impartiality, but it is impossible not to detect Dr 
Einaudi’s personal feelings in this passage from the “ againsts " : 


Just as the most odious scenes of improper behaviour are 
Witnessed on the part of normally respectable people at big 


receptions where elegant and abundant refreshments are offered, 
so one must fear a spate of electoral pressure and of promises 
by the political parties to augment the wretched and despicable 
figure of the pension payments. 


Part three of the volume is a draft for a series of lectures 
at Geneva University on equality of opportunity. It is in these 
pages that Dr Einaudi carries his economist’s equipment into 
the realm of social philosophy and—by implication—of seif 
portraiture. Dr Einaudi is a high-minded and humane man to 
whom the plight of the boy or girl who gets a poor start in 
life is painful. The fact that the market, that is competitive 
economics, takes account only of effective demand, not of 
human needs or desires, is a circumstance which he takes pains 
to acknowledge with the greatest clarity, But he finds no 
evidence for the view that a vast human potentiality for superior 
types of activity is frustrated by hard circumstances. He 
despises the idle rich, but comes to the conclusion that they 
are few in number and unimportant in the general economic 
scene. On the whole he holds that where there is a will there 
is a way to realise it in the material world ; and where there 
is no will, inherited advantages evaporate quickly enough. 
The hero of Einaudi’s social philosophy is not, however, the 
individual, but the family man, or indeed the man whose 
individual life is devoted to any organism, such as a religious 
body, in which his personal purposes can be carried forward 
to eternity. To build a home in young married life such that 
it may serve a family of adult children and grandchildren and 
carry forward into their lives, along with his pictures and 
library, the ideals and characteristics of the builder—that is the 
worthy purpose of the man who attends to his fortune: it is 
the same purpose that inspires the good farmer, manufacturer, 
or banker, who create enterprises to outlast themselves. Dr 
Einaudi recalls with evident admiration the perpetual founda- 
tions bequeathed by the pious founders of the Middle Ages ; 
and it is typical that he mentions two short-term contemporary 
institutions with extreme distaste—the service flat, and the life 
annuity. 


Constitutional Contrast 


“The Two Constitutions.”” Harold Stannard. A. and C. Black. 
210 pages. 12s. 6d. 

Tue late Mr Harold Stannard had three avowed aims in this 
thoughtful historical study of the British and American Consti- 
tutions. He wanted to find out why, from common roots in 
English history and English law, two such different systems 
of Government should have grown up; he desired to show 
how, underlying different constitutional forms, there is ar 
identity of purpose—the combination of order with freedom ; 
and he sought, by a more integrated historical treatment, to 
improve upon the usual studies of comparative government 
which content themselves with the mere juxtaposition of 
contemporary institutions. To his task Mr Stannard brought 
a clear style and a wide background of reading and reflectian, 


eee ee 


a eth hes Suita a iadeinit itera ict stl is Ra 


an 
| 
i 
7 8 
4 





SINR 
i sae 


Zz 


De Me ee 
YC he me's ~ eh afl aloe 
i : 


ee a Te 


atnteetl 


“I 
= 


4 Fee Roy aie waa ata een tebe A 

8 et ge one angen serenity pie a 

yoo <0 * - 4 je N , 
“ ni sien a haat, ton es eile hiretn an Baft isch sabilbaliga da 


aba 


vittin)?lnt ay Fp N ae Se eae tsa 8 
ileal sg ii Sue gael 
ain 


ae “ 


ah ale Ae a tac 
Po hemes 0 geen ae 


Sy Se ae 


Se nn 


ea 
: 
Zz 
es 
s 
+ a 
} 

z 


Sei li ety gai are ti 9 Dahl a gn 










778 


The essay traces basic constitutional ideas back through their 
separate evolution to their common origins and explores 
interesting but sometimes far-fetched parallels ; how the Con- 
stitution of 1789 resembles two earlier documents—Magna 
Charta and the Instrument of Government of 1653 ; how the 
conflict over sovereignty between King and Parliament which 
dominates English constitutional history is repeated in the 
American struggle between States’ Rights and Federalism ; and 
how the American Constitution, created in a few months, is 
ruled by a biennial calendar while the British Constitution, 
timelessly developing, remains unbound by time. It discusses 
the causes of the fundamentally different English and 
American solutions to the problem of a responsible executive, 
and compares in turn the various parts of the two constitutional 
machines. 


There are some omissions in this essay ; inadequate reference 
is made to the colonial period of American history or to the 
non-English ideas which helped to shape the discussions at 
Philadelphia, and the play of economic forces is scarcely given 
due recognition. There are occasional lapses in balance ; two 
thirds of the short space given zo the Senate is consumed by 
a discussion of its treaty power, and the House of Representa- 
tives is considered solely for its legislative functions. There are 
historical judgments to which exception may be taken and there 
is some uncertainty in Mr Stannard’s perception of more con- 
temporary American politics and party structure. On his last 
page Mr Stannard rightly says 


Only confusion will result from comfortable platitudes about 
the common root of British and American institutions. Circum- 
stances have caused them to evolve entirely different principles 
of growth. 


Therefore, since he has a contemporary moral, it is a pity that 
Mr Stannard, who was at his best in writing about the common 
roots, should have been rather less sure in his touch when he 
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dealt with the principles which guide their growth toda 
However, this book does not claim to be more than an can 
As such, even when every objection has been given full wake 
it still stands as a scholarly and stimulating work which should 
offer fresh ideas to all who are interested in the contrast between 
the politica] institutions of the two nations, 


Prussia and the Zollverein 


“The Evolution of the Zollverein: A Study of the Idcas and Instity. 
tions leading to German Economic Unification between 1815 and 
1833.” By Arnold H. Price. University of Michigan. (London : 
Geoffrey Cumberlege.) 298 pages. $3°50. : 


Wit Germany again divided and the growth of a new move- 
ment for German unity, the stages of the creation of the nine- 
teenth-century Reich have a particular interest, and there is 
room for a detailed study in English of the period 
between 1815 and 1833. Mr Price, however, limits 
himself so closely to the purpose stated in his sub-title that 
this book is of a very specialised interest. There jis little 
attempt made to relate the creation of the Zollverein to the 
general economic and political development of Germany, so 
that for English readers it does not supersede W. O. Hender- 
son’s “The Zollverein” (now unfortunately out of print), 
Moreover, by concentrating on economic theories and the 
institutional problems of a customs union the author tends to 
neglect the actual nature of the economic interests of the 
various parts of Germany. 


However, whatever its shortcomings as a work of general 
history (and indeed it does not claim to be one), this book is 
based on a scholarly treatment of original sources. It pro- 
duces a number of details of considerable interest, particularly 
about the role and ideas of Friedrich List in his early period, 
and about the hesitations and internal disagreements of the 
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Prussian government between the tariff of 1818 and the ap- 
pointment of Motz as Finance Minister in 1825. In spite of 
temporary conflicts and uncertainties in Prussian policy, it was 
Prussia that dominated the making of the Zollverein. Many 
of the ideas came from south Germany, and the first attempts 
to form a customs union, whether by an act of the Federal 
Diet or by negotiations between the individual states, were 
made in the south. However, as was to be the case in 1848 
and in the 1860's, it was Prussia alone that had the economic 
strength and the administrative apparatus to carry through a 
measure of unification. In forming the Zollverein, as in form- 
ing the German Empire, the rulers of Prussia were primarily 
serving their own interests. The members of the Zollverein, 
who in 1866 sided with Austria against Prussia, felt the 
strength of Prussian military power, just as they had felt 
Prussian economic power in their attempts to form an anti- 
Prussian customs union before 1833. Mr. Price makes the 
point that “few members of the Zollverein wanted Prussia’s 
exclusive political leadership in Germany,” but, with the 
acceptance of Prussia’s economic leadership in the Zollverein 
they made future political resistance vain, It is only now that 
a period of centralisation under Hitler and the break-up of 
traditional German boundaries since the defeat have finally 
broken the power of Prussia and created the first condition 
of a new political and economic organisation in Germany. 


The Asian Peasant 


‘Agrarian Unrest in South East Asia.” By Eric H. Jacoby. 
Columbia University Press (London: Geoffrey Cumberlege). 
287 pages. 22s. © 


Tue civil disorder which has plagued South East Asia since 
the war is nowhere a simple peasant revolt ; the moving force 
has always been a class of westernised intellectuals, inspired 
by European ideas of nationalism or, sometimes, Communism. 
But the success this class has had in creating revolution has 
depended primarily upon how discontented or contented the 
different peasantries have been. In areas where population 
does not press too heavily upon the land, the average peasant 
owns his own holding, and debt is not too severe, the country- 
side has continued calm. Examples are Siam, most of the 
Outer Provinces of Indonesia, and Cambodia. But where 
holdings are too small to give those who till them enough 
to eat, and where the landlord and the moneylender take the 


lion’s share of what little there is, violence has been the order ' 


of the day. The Annamite territories of Indo-China and Java 
are notable examples ; and, although in Lower Burma land is 
not yet seriously lacking, debt and tenancy have been more 
severe there than anywhere. 


The merit of Mr Jacoby’s book is that it documents the 
whole of this situation in a single and easily read book. His 
work is not original, but he has overlooked none of the 
authorities, and his selections of facts and figures have been 


+6 
made with scholarship and judgment. Everything relevant 
has been included. Here is the tenfold increase in the popula- 
tion of Java since 1800 which has given it the most people 
per cultivated acre in the world. Here, too, are the enormous 
rates of interest the peasant pays, ranging from 25 per cent 
for a reliable borrower to 3,000 per cent for short-term 
unsecured loans in Indo-China. Here are the statistics of 
landlordism in Cochin-China and Lower Burma, where the 
foolish policy of the ruling power made of the average peasant 
a landless labourer or a tenant-at-will. Here are even to be 
found the details of the way in which the percentage of Chinese 
in the population of Malaya has increased, until the Malays, 
already a minority, may soon not even be the biggest com- 
munity. 
* 


Inevitably, however, Mr Jacoby’s statistics relate mainly to 
the 1930s, both because earlier figures are very often not 
available, and because the information which has come out 
since the war is so often fragmentary and distorted. The 
result has been heavily to bias Mr Jacoby’s conclusions as 
well as his facts. He shows us the peasant society of the area 
in all the bankruptcy of the depression. He says nothing of 
the effect of war and postwar inflation and anarchy in enabling 
debts to be paid off or landlords to be murdered. The 
Chettyar in Burma, for example, is no longer a major factor, 
and the Javanese have on more than one occasion recently 
expressed their opinion of the Chinese middleman by massacre. 


His concentration on the 1930s, moreover, makes him far too 


inclined to blame everything on colonialism and the dependence’ 


on the West of the economics of the area. The loss of the 
market for sugar in India and China doubtless hit Java hard ; 
but the loss of the market for textiles in the same countries 
hit Lancashire equally hard. The plantations of Malaya were 
doubtless staffed with immigrant labour; but so originally 
were the steelworks of Pittsburgh. Such phenomena as these 
are the normal accompaniments of modern economic life, and 
in no way special to colonies. The distinguishing features of 
colonies have been rather their capacity to obtain the capital 
they so badly needed from the mother country at lower rates 
than independent countries could, and the increasing tendency 
of imperial powers in decline to ally themselves with local 
vested interests, which in South-East Asia at least have been 
frequently maleficent. The most notable example is the 
Philippines, where, as Mr Jacoby shows, American money has 
been poured in with, at times, extraordinary generosity, but 
where the eventual result of American rule has been to hand 
over the islands to the landlords of Central Luzon, the most 
corrupt and oppressive of all South-East Asia. 


* 


The price of “ Advertising Explained,” by Dennis Caton, and 
published by Allen and Unwin, was incorrectly stated in The 
Economist of September 17th as 7s. 6d. The correct price is 8s. 6d. 
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HEN the President announced that within recent 
weeks an atomic explosion had occurred in the 
USSR, the official orchestra, which so seldom knows 

on such occasions exactly what tune it is expected to play, 

for once showed signs of adequate rehearsal. Everyone who 
might conceivably be questioned was ready with the answer 
and began to develop two main themes—first, that there 
was no reason for hysteria or panic, and secondly, that such 
an eventuality had always been foreseen and its coming 
made no difference to long-term policies. Instead of 
monopoly of atomic weapons, it was pointed out, the United 

States had superiority in their production—a change of 

position relative to Russia which 

had been expected in 1952, but 
had taken place three years early. 

When the news reached Con- 
gress, the physicists, and those 
characters on the fringe of public 
life who feel impelled to comment 
on any significant event, it was 
found that the explosion had acted 
as a precipitant, causing any doubts 
which might be in solution in their 
minds to fall away, leaving only a 
crystal-clear policy behind. During 
the war advertisers, in an effort to 
sell goods totally unrelated to the 
seriousness of the time, found 
the value of sentences beginning 
“ Now, more than ever...”, which 
helped them to sell tennis racquets @aae 
and bathing suits with the argu- ; 
ment that keeping fit was now 
more than ever vital. This phrase 3 
has appeared again. 

“ Today, more than ever before,” 
announced two scientists, “ scien- 
tific progress is the backbone of 
national security.” Now, more 
than ever before, is it vital to 
merge national sovereignties in a 
world government, said those who believe in world govern- 
ment. Now, more than ever, said those who emphatically 
do not, is the time to make ourselves impregnable and forget 
anyone else. Those who had voted for the Military Assistance 
Programme thought the news would ensure the House 
accepting the higher figure voted by the Senate. They were 
proved right—though those who had opposed it decided 
that “everything we are doing . . . to develop the ground 
forces of our Allies . . . becomes nonsensical.” Mr Truman 
said that “this recent development emphasises once again 
. . . the necessity for . . . effective and enforceable inter- 
national control.” And Senator Hickenlooper announced 
that now, more than ever, the Senate should listen to his 
unproven—and even disproven—accusations that “ security 
in Our atomic programme has been treated with indifference.” 
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AMERICAN SURVEY 





Atomic Handicap Race 


(From Our American Staff) 


There has been, indeed, no glimmering of a new or original 
thought since the news broke ; everyone is just as he was 
before—only more so. 

One result of this clarification was that the slight recession 
in internationalism, which followed the business recession, 
was stopped—for the time being, at least—and the tendency 
to economise on appropriations which affect foreign policy 
or defence was reversed. The House, which had cut mili- 
tary assistance funds for Atlantic Pact countries in two, 
restored the half billion dollars almost without argument, 
Mr Vorys, who had originally voted for the reduction, 
explaining that this was no time for “ halfway measures on 
either side of the Atlantic.” At 
once, the conferees on the ECA 
Appropriations, who had been 
quarrelling for months, reached a 
compromise. And many who, a 
few days before, had been deter- 
mined to face the atomic future 
alone rather than divulge “ the 
secret ” started talking of the need 
for full-scale co-operation between 
the United States, Canada and the 
United Kingdom. 

It was in this atmosphere that 
the State Department presented its 
Point Four Programme to Con- 
gress “in the interests of world 
security as well as world progress.” 
There could have been no more 
inauspicious moment. The House 
Foreign Affairs Committee was not 
interested in hearing Mr Webb, 
the Under Secretary of State, talk 
about the possibility of under- 
developed areas being developed 
“ through perseverance, hard work 
and a little assistance.” “ We should 
suspend new spending,” said Mr. 


Herblock in the Washingion Poss Martin, the Republican leader, 


“ until we find out what we need 
for defence against the atom.” 

The public was battered into indifference some time ago 
by a surfeit of urgent, but conflicting, harangues on the 
atom ; it has remained indifferent. Fears of hysteria and 
panic were wide of the mark. More ominous, perhaps, has 
been a certain public complacency. “I do not think that the 
Soviet achievement changes the fundamental pattern of world 
power,” said Senator Scott Lucas, the Democratic leader im 
the Senate. ‘The United States still has a four-yeat 
lead... . Our scientists and our technologists will enable us 
to maintain that lead.” General Bedell Smith was even more 
encouraging, seeing no reason why the Russians “should 
match our present standards in less than ten years.” 
scientists themselves were not so sure. “It would be 
dangerous to assume,” said one of them, “that they (the 
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Russian scientists) are four years behind us and that it would 
take them that long to catch up with us.” And Mr Walter 
Lippmann wonders how it can be said that there will be no 
change in policy. There must, he argues, be “ consequences 
which policies, based on the 1952 timetable, did not 
anticipate.” 


One of these consequences is the suspicion that estimates 
which under-rated, by three years, Russian ability to produce 
the first bomb, may also have under-rated the industrial 
effort the Soviet Union was prepared to devote to building 
a stockpile. There is no reason to doubt the superiority of 
American technology ; but there may be reason to doubt 
whether, in this instance, it has been allowed to operate at 
its highest pitch of efficiency—or whether expenditure on 
atomic energy in the United States is comparable to what 
Russia, or any other dictatorship, would be prepared to spend. 


* 


While the Air Force was trying to scare Congress into 
appropriating all the money it wanted for the next fiscal 
year, it spread alarming stories of the overwhelming strength 
of the Soviet Air Force. It insisted on the simple fact that 
“the more money the more bombers,” that, whatever the 
theoretical possibilities of American production of aircraft, 
the actual production in peacetime could not help but be 
related to expenditure. The same is true of atomic weapons. 
And there is nobody willing to guess how American expendi- 
ture compares with the Russian and whether the Russian 
financial effort is large enough to overcome the probable: 
deficiencies of its technology. 


One scientist pointed out three or four years ago that the 
Russians have certain advantages. “ They have,” he said, 
“no strikes. They have no unemployment. They have a 
deep appreciation of pure and applied science, They have 
planned a far more extensive programme in science than is 
contemplated by any other nation.” And, he might have 
added, whatever their inner administrative struggles, they 
have no irresponsible legislators, willing, for party, or even 
personal, motives, to delay the programme of atomic develop- 
ment for month after month. Those who watched Mr David 
Lilienthal during the summer, while his temper and his 
energy were being drained away, and his usefulness as a 
public servant perhaps permanently impaired by an ambitious 
Senator, briefed from the inside, will find it hard to believe 
that the lead is as commanding as is assumed. And few have 
bothered to recall the period when the Atomic Energy Com- 
mission was being set up, when the confirmation of Mr 
Lilienthal as its first chairman was being fought step by 
step, and the scientists on whom the programme depended 
were going back to their universities in droves and in disgust. 
Any estimate of the lead America is likely to enjoy in ten 
years’ time must take account of the political delays and 
attacks which have diminished America’s present advantage, 
before setting against the manifest superiority of American 
technology the possibility that the Russians may be willing 
to devote a larger amount of effort—measured in money—to 
the development of atomic weapons. 


‘*‘AMERICAN SURVEY” is drawn trom three 
sources. Articles described as ‘‘From Our American 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’? or ‘‘From a Correspondent in Ohio’’ 
are from outside contributors. Everything printed 
without attribution is prepared in 





Nylon’s Brave New World 


[FROM OUR AMERICAN STAFF] 


THE free publicity obtained by nylon when nylon stockings 
served as a form of European currency just after the war has 
recently been considerably supplemented by the tales of the 
returned traveller. If male, he will describe how he did 
Europe on two shirts, and really didn’t need the second one. 
If female, she will work out from the inmost intimacies to 
the nylon street dress that had only to be dipped in the 
basin and hung for an hour at the hotel window to be ready 
to start forth again, crisp, pleated and shapely. 


As a commercial product, nylon is only eleven years old. It 
got its start in. the form of toothbrush bristles—most 
Americans now brush their teeth with nylon. Nylon stock- 
ings appeared briefly before the war, disappeared for the 
duration, and returned to pre-empt the fully-fashioned quality 
hosiery market. But within the last few seasons nylon has 
been enthusiastically received in forms which vary from 
woven and knit goods, men’s wear, house curtains and 
upholstery for furniture and cars to lampshades and luggage ; 
it has also made headway, both as a filament and as a moulded 
plastic, in many industrial fields. 


TEXTILE FIBRE CONSUMPTION IN THE UNITED STATES 
(Millions of Pounds) 








t 
| Man-made 
Year Cotton Wool Silk Rayon | Fibres Total 

: (including 

Nylon) 

| | 
MOD sip ess | 2,610-9 263-2 75-7 118:8 ia 5,068 -6 
NS owe ve 3,953°6 407-9 35-8 482-0 | 5:0 4,834°3 
IST ciel. | 4:763-5 | 708-3 2-0 987-9 | 50-0 | 6511-7 
BeNGt> ¢ <n oo ss 4,540-5 704-7 1-4 1,149°4 | 74-0 6,476-0 

| 





Figures from Rayon Organon, March, 1949. 

If nylon still accounts for only one per cent at most of the 
textile fibre consumed in the United States, the cause is a 
bottleneck at the raw material stage of production. It is 
the only synthetic chemical fibre now in commercial produc- 
tion that is made by a single integrated company. The 
fundamental research which produced nylon, and most of 
the applied research on its uses, was done in the laboratories 
of the du Pont company, which holds all of the patents. Du 
Pont has licensed foreign producers under agreements which 
forbid exporting nylon (but not its manufactured products) 
back to the United States, and has recently made its patents 
available to other US producers under certain conditions. 
But it remains to be seen whether any domestic producer will 
take advantage of the opportunity in view of the amounts of 
capital and “ know-how ” that the process requires. 


In its raw material stage the new synthetic appears as 
nylon salt ; it is converted into flakes and then spun into 
filament or made into moulding powder for solid plastic 
uses. The size of the supply in relation to an apparently 
insatiable demand has not only left nylon untouched by the 
recession which struck other textiles last year, but has also 
made it the subject of one of the few black markets remaining 
in the United States. 


The processing of nylon fabric still has its difficulties. 
Complaints about the transparency of nylon dresses—par- 
ticularly nurses’ uniforms—and the tendency of woven goods 
to pucker when sewn, and for seams to slip and ravel, have 
been at least partly met by improved opaque weaves. But to 
work on nylon materials of the more closely woven types, 
sewing machines have to be re-equipped with expensive 
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special needles, which irritates professional, and frustrates 
home, dressmakers. 


The loudest criticism comes from those who insist—with 
personal experience backed by statistics from the Department 
of Agriculture—that nylon’s lack of porousness makes gar- 
ments hot in summer and clamnvy in winter. Attempts are 
being made to deal with this objection ; mixtures of nylon and 
other fibres have also been tried, to combine their porousness 
with the durability and shape-holding features of nylon. 


Then, however, nylon loses the highly advertised and even 
more highly appreciated feature of not having to be ironed. 
There is already a heated debate as to whether pure nylon 
does, or does not, need this tiresome attention. The pro- 
ironers say that some ironing is required, at least for outer 
wear. Learned anti-ironers say that nylon is a thermoplastic, 
softened by heat and hardened by cooling, and that its 
softening point is sufficiently high for pleats, once set by heat 
and pressure, to stay put after packing or normal laundering. 
Unlearned anti-ironers, including the travellers, say it looks 
all right as it is, and add that the ironer who unwarily uses 
too hot an iron runs a risk of melting dress or shirt down 
to its elemental brew of coal (or petroleum), air and water. 


* 


Another aspect of the technology of nylon concerns the 
dye industry. Nylon is difficult to dye ; it is also sufficiently 
durable to outwear many ordinary dyes. Major improve- 
ments in dyeing technique are consequently being stimulated 
by its popularity. Nylon lasts, and nylon does not burn. 
Both qualities appeal to purchasers of rugs, upholstery and 
decorating fabrics, particularly for theatres. The housewife is, 
perhaps, not over-impressed by statements that inorganic 
chemical fibres are uniquely resistant to the attacks of biolo- 
logical agents, but she knows from experience that they do 
not get moth-eaten. 


So far, nylon’s qualities of long life and low maintenance 
costs have made consumers willing to pay more for nylon 
products. Men’s shirts, at $8.95, are by no means cheap 
in terms of original outlay ; further expansion of markets 
will depend on the ability of manufacturers to lower prices. 
In the case of women’s slips, however, which dropped from 
a range of $3.98 to $10.98 last year to a range of $2.98 to 
$7.98 this summer, demand combined with scarcity of the 
raw materials has driven the price up to $4.98. 


The battle of the fibres has been going on for twenty 
years, with cotton and silk the chief losers, and rayon the 
winner. But the winner is now on the defensive, and wool, 
thus far relatively unscathed, may also feel the competition 
of the new synthetic. Its effects, moreover, may be felt in 
other industries. Nylon cord for tyres has so far been limited 
by cost to heavy duty lorry, plane and luxury passenger car 
tyres. But the smaller number of operations required when 
using either rayon or nylon cord in comparison with cotton 
has been attested by a series of lay-offs of workers. 


Even more far-reaching is the effect of nylon on various 
service industries. In the washing of dirty linen in private 
from which laundries make their living, shirts, sheets and 
white working clothes play a very large part. Shirts and 
clothes of nylon are easily washed at home ; nylon sheets and 
pillow-cases are being made, though not yet offered com- 
mercially. In industrial processes, the use of nylon as a solid 
plastic is only beginning, but nylon bearings, for example, 
are reported to require little or no lubrication or other 
servicing attention. 
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American Notes 
The Pension Campaign 


Over half a million steelworkers came out on strike last 
Saturday, after mediators had failed to work out any com. 
promise between the union’s demand for non-contributory 
pensions and the industry’s insistence that the worker bear part 
of the burden. The cold war—flaring into violence around 
some non-union pits—continues in the main soft-coal fields, 
although Mr Lewis has graciously allowed the 80,000 anthracite 
miners to discontinue their sympathy strike, and ordered the 
return of 22,000 soft-coal workers in the west, where the need 
for coal—and the rivalry of another union—are both more 
intense than in the east. The government has now stepped in 
and if, as seems probable, its attempts at mediation are unsuc. 
cessful, it is expected to give the fact-finding procedure a 
second chance in the coal, in spite of its failure in the steel, 
dispute. 


In Detroit, however, a famous victory has been won in the 
pension campaign. The Ford Company, concluding that non- 
contributory pensions were bound to come anyway, has con- 
ceded the principle, and concentrated on striking the best 
possible bargain. The other automobile companies will find 
it harc to slam the door that the Ford Company has unlocked, 
The Ford agreement is for pensions of $100 a month, including 
about $30 a month from the Federal pension plan, at the age 
of 65, for employees who have 30 years’ service. Retirement 
is compulsory at the age of 68; at earlier ages it involves a 
reduction in the pension. 


To win this, Mr Reuther, for the automobile workers, had 
to accept a long 30-month contract, which cannot be reopened 
until January, 1951. He had to forgo any wage increase, and 
agreed not to raise the pension issue again until 1955 or to 
use economic force to bring about changes in it. He also 
conceded what other union spokesmen hotly oppose: that if 
Federal pensions rise, the company’s obligation will be reduced 
by the same amount. The scheme goes into effect next March, 
and when pensions begin in April, car-owners as well as coal- 
users will begin to pay the price of old-age security. 


* 


In Pittsburg it may be felt that young Mr Ford has sold 
the pass, though his company’s willingness to discuss pensions. 
is not new. But the actual agreement bolsters one contention 
of the steel companies: that the 6 cents an hour for pensions 
recommended by the fact-finding board on steel wages is not 
enough to finance a satisfactory scheme. One reason the steel 
industry opposes non-contributory pensions is its shrewd 
suspicion that the size of pensions that could be paid for by 
6 — an hour would not satisfy the steel workers for long, if 
at all. 


One of the offers from the US Steel Corporation, which” 


Mr Murray, the head of the union, turned down in his deter- 


mination to establish the non-contributory principle, was that 


the company would pay the recommended 10 cents an hour 
levy (6 for pensions, 4 for other benefits) if the workers 
would pay an additional 3 cents an hour toward their 
pensions. But any compromise is likely to be hard for Mr 
Murray to accept, particularly if it reduces “ take-home” pay- 
To regain the prestige he has lost, with the rank and file, to 
Mr John L. Lewis he needs to win pensions equal to those 
of the miners ($100 a month in addition to Federal pensions). 
To come safely through the stormy convention of the Congress 
of Industrial Organisations, he also needs solid backing from 
his own union,’ and can afford no signs of apparent weakness 
which would be exploited by the fellow-travellers whom he 
has sworn to discipline. It is likely to be a long strike in steel 
unless the companies’ united front collapses or, in concert, 
they can find some way of saving Mr Murray’s face. 
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World Series 


Notwithstanding the situation outlined in the above 
paragraphs, the strikes that count this week in New York and 
the nation have nothing to do with coal and steel. The signifi- 
cant strikes are those called in the course of the play-off for 
the World Series championship in professional baseball. As 
The Economist goes to press, some 68,000 screaming maniacs 
fill the Yankee Stadium to its ultimate capacity. Sports com- 
mentators in the press box bark eye-witness accounts into 
clustered microphones at the average speed of machine-gun 
fire; all over the country, business is informally suspended 
as people rush to their cars to listen to the wireless and to 
their bars to watch television, grab extras from newsboys even 
hoarser than usual or, if in New York City, dial the telephone 
number specially set up to announce the score, inning by 
inning, as the game goes on. A considerable proportion of 
both listeners and watchers have expressed convictions about 
the result in monetary form; some of the more flamboyant 
bets require the loser to milk a cow in Times Square, to push 
peanuts with his nose round the same place or to fill the office 
drinking-water cooler with whisky. 


For the third time in history and the second time in three 
years, the winning team in each of the two national Leagues 
comes from New York. This means that that city will be 
the scene of all the games in the World Series, in which the 
champions of the two Leagues face each other and in which 
the victory goes to the team which takes four out of seven 
games. Quite apart from the profits that will be made by 
those who have managed to corner more seats than they can 
occupy themselves, numerous small fortunes will be made 
by New York hotel-keepers, taxi-drivers and others from the 
multitude of visitors who have converged on the city. 


League championships are determined by the number of 
games won in laddered competition, arranged so that each team 
plays the others in the course of the summer. The Brooklyn 
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Dodgers this year won the National League championship over 
the St Louis Cardinals (whose fans included President Truman), 
and the Yankees from the Bronx nosed out the Boston Red Sox 
for the American League pennant. Both victories were in 
doubt until the last game was played in each League. The 
whole nation has been paralysed with excitement for three 
weeks and for this season at least, professional baseball has 
regained all its popularity. Before the start of the present 
World Series, the Yankees were favourites, and they 
won the first game on Wednesday by a breath-taking home 
run in the final inning. But the Dodgers, incited by the 
psychiatric frenzy of all Brooklyn, are never beaten until the 
umpire’s last hotly-contested decision has emptied the stadium. 


* * * 


Fruits of Washington : Rubber 


The American government’s desire to find an answer to 
Britain’s economic problems, stimulated by the recent financial 
talks in Washington, has put forth two shoots, whose fruits 
may do something to take the edge off Britain’s hunger for 
dollars. The first is expected to bear a crop of increased 
American demands for natural rubber: the Department of 
Commerce has reduced the percentages of synthetic rubber 
which American manufacturers must employ by amounts which 
should permit them to use an additional 50,000 tons of natural 
rubber next year. From present indications, manufacturers 
will be ready to take advantage of this opportunity, provided 
that natural rubber continues to sell at less than the 184 cents a 
pound at which the price of synthetic is fixed. 


Already, as the price of natural rubber has gone down, volun- 
tary use of synthetic rubber has been declining, except in the 
case of certain types specially suited to particular purposes. 
Mandatory use of a definite percentage of synthetic, in tyres 
and inner tubes, which has now been reduced, is designed to 
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give efiect to the law which requires that 221,667 tons ef 
synthetic rubber must be produced and used each year, in order 
te keep the plants in operation and to accustom manufacturers 
to the technique of working with the substance on which 
they may have to rely in time of war. At the present rate 
of consumption—which will be about 960,000 tons this year, 
including 400,000 tons of synthetic—the regulations have kept 
the use of synthetic well above the legal minimum. But total 
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consumption was falling, until August, in consequence both of 
the recent recession and of the end of the postwar inflation 
of demand. The combination of this decline, if it is resumed, 
with the permitted increases in the use of natural rubber may 
before long bring consumption of synthetic rubber dangerously 
mear to the legal minimum. Congressional guardians of the 
national security are already rushing to the defence of the 
synthetic rubber industry, slightly embarrassed by the fact 
that this is not a private, but a government, undertaking. 


* * x 


—And Wheat 


The Senate Agriculture Committee, inspired by Senator 
Kem’s irrepressible hope of starving Socialism into submission, 
is trying to nip the second shoot in the bud: it is to investigate 
the effects of giving Britain permission to use $175 million of 
Marshall funds for the purchase of Canadian wheat. Evidently 
the grain interests have not been appeased by the reduction 
of some $30 million on the original forecasts of the amount 
to be allowed for this purpose, or by the similar sum which 
Britain is now to spend on wheat in the United States. It is 
to be hoped that the $8,000,000 to $10,000,000, which is to buy 
perishable products of American farms, will prove a more 
effective sop to the dairy and fruit interests. 


The purchase of Canadian wheat with Marshall funds has 
already been denounced as a violation of the law on two 
grounds. Since the $2 a bushel paid for Canadian wheat 
under the British contract was higher than the $1.80 at which 
US wheat is sold under the international wheat agreement, the 
Economic Co-operation Act’s ban on the purchase in bulk of 
any commodity at a price higher than the US market price has, 
it is alleged, been contravened. The devaluation of the 
Canadian dollar has now weakened any force this argument 
may have had. 


From the second charge, that Marshall funds may not be 
used for off-shore purchases of an agricultural commodity that 
is in surplus supply in the United States, and that wheat is 
such a commodity, ECA has sought refuge both under the lack 
of a declaration by the Secretary of Agriculture that wheat is 
officially surplus and also under the ameliorating words in the 
Act—“ in so far as practicable.” But this refuge is not very 
watertight, when another bumper harvest has just been added 
to this year’s record carry-over of wheat, and when the differ- 
ence between the US price of wheat (about $2.20 a bushel) and 
the export price under the international wheat agreement is 
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apparently being met out of funds which are Supposedly 
only for surplus products. ued 


This has been done because Congress has not yet provided 
for the export subsidy made necessary by the ceiling price 
fixed under the wheat agreement. A Senate sub-committee has 
been arguing over whether the Commodity Credit Corporation 
or ECA should make up the difference on exports of wheat to 
recipients of Marshall aid. The CCC, which lost $600 million 
through its unusually large price-supporting activities last year 
and anticipates a heavier loss this year, is no more anxious to 
find this extra money than is ECA, which underwent a cyt 
in its funds for the current year because of the saving expected 
to follow the wheat agreement. In the meanwhile, 
countries have been obliged to use their free dollars to buy 
American wheat. As a result of this and of the satisfactory 
European harvest, exports of wheat have been running behind 
schedule, and are likely to be well below the 450 million bushels 
originally estimated for the current crop year. 


v * e 


Rates for the Government Job 


Niggardly salaries are not the only reason why many 
responsible government posts are going begging, and even if 
they were, the government cannot hope to rival the princely 
salaries industry pays its top executives. But some narrowing 
of the gap between public and private rewards has been, in 
Mr Hoover’s opinion, the first step toward obtaining more 
efficient and less costly government. Few of the 250 top 
policy-making officials of the Government have had pay in- 
creases since 1925 or even earlier. 


Most of their salaries have been, consequently, ridiculously 
low. The Director of the Bureau of the Budget, who handles 
$42 billion of Federal money, has been paid $10,000 a year 
(which is very much less in reality than the £3,570 it appears 
to be at the new rate of exchange); the head of the Veterans 
Administration, which spends $6 billion, only $12,000. The 
refusal of Mr Ilgenfritz to forgo $70,000 from the US Steel 
Corporation for a $14,000 government appointment is only 
the most recent example of the extent to which Mr Truman 
is handicapped in securing able executives, 

PRESENT AND PROPOSED SALARIES OF SOME HIGH OFFICIALS 


President's 


Present Recom- i — 
: ill Bill 
mendations 

| 

Cabinet Members ..........ceceee- ' $15,000 $25,000 $25,000 | $22,500 
Under Secretaries ....cscscccceese $10-12,000 $20,000 $20,000 | $15,000 
Assistant Secretaries ........cccces $10,000 $17,500 $17,500 $14,000 
Director Budget Bureau ........... $10,000 $20,000 $20,000 $15,000 
Govs. Federal Reserve System...... $15,000 $20,000 $16,000 $15,000 


Chairman, Atomic Energy Com. .... $17,500 $22,500 $18,000 | $17,500 

A new pay scale, ranging from $16,000 to $25,000 a year for 
top executives, was the President’s first request to his new 
Democratic Congress last January. By July the House had 
passed a Bill reasonably close to the Administration’s specifica 
tions, but the Senate took until last week to follow suit, and 
then, with a sorry exhibition of petty jealousy, refused t 
concede that more than 18 officials were worth more than the 
$15,000 a year which members of Congress receive. Congress- 
men have doubled their own compensation since 1924, quite 
justifiably, but they always resent the suggestion that higher 
grades of ability—and therefore of pay—are required in the 
executive than in the legislative branch. 


In the Senate version no increases of more than 50 Pe 
cent have been approved, and at the suggestion of Senator 
Douglas the cost of the rises (about $750 million a year) must 
be squeezed out of regular departmental or agency appropria 
tions. The Senate, that is, unable to economise in other 
directions, has decided to economise on brains and talent. 
The Bill does little to rectify the existing inequalities, which 
are almost more irritating than the generally low scale, 
indeed, it creates a number of new disparities. Members 
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the Federal Reserve Board, for example, were originally paid 
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HE new regime that came into being in western Germany 
last month is still in a state of confusion, on the Allied 
as well as German side. In Frankfurt, and the various centres 
ef former Military Government, it appears that there will be 
more functions of supervision and control left to perform 
under the Occupation Statute than there will be staff left to 
perform them. In Duesseldorf, on the other hand, the Inter- 
national Ruhr Authority finds itself a body with a hundred- 
strong secretariat, but no particular function. The machinery 
by which the industrial centre of Germany is to be controlled 
does not as yet consist of a single apparatus, but of a number 
of individual machines whose gears are not interlocked. 


The International Authority for the Ruhr was finally agreed 
upon at the end of December, 1948, after months of difficult 
negotiation between Britain, the United States, France and 
the Benelux group. It was one of the organisations which was 
designed, in the words of the Statute, “ to accomplish a three- 
fold objective: to assure the disarmament and demilitarisation 
of Germany; to further the recovery of the countries of 
Europe, including a democratic Germany, and to promote that 
intimate association of their economic life which in the last 
analysis alone can ensure a peaceful and prosperous Europe.” 
The hopes of the American representatives in particular can 
be read in the last phrase, which occurs in several places in 
the Statute. 


Security—the first objective—was placed in the hands of 
a new Military Security Board. The economic section of this 
still rudimentary organisation is, like the other organs of 
control, scattered in different towns but has allegedly started 
10 operate in the last few weeks. It is now scrutinising a sheaf 
ef projects for the steel industry that have been submitted 
by the German companies, and claims to have a method for 
assessing—when the time comes—whether the limit of 11.1 
million tons of crude steel a year imposed upon the Germans 
is being exceeded. That time is approaching with remarkable 
rapidity ; production is now at the annual rate of over 10 
million tons. By the time it reaches the limit, the Ruhr indus- 
trialists hope to have the ceiling raised. 


An International Experiment ? 


The Ruhr Authority was left with three functions: to divide 
Ruhr coal, coke and steel between home consumption and 
export, to prevent discriminatory trade practices in these 
products, and to safeguard foreign interests in the Ruhr indus- 
tries. In a vague but significant clause, it was laid down that 
the Ruhr Authority, the Military Security Board, “or some 
other international body” should take over the extensive 
powers of direction, production and investment that are now 
in the hands of two existing tripartite bodies, the Combined 
Sicel Control and the Combined Coal Control. Here, too, 
a pointer towards a possible extension of the Authority’s 
experiment in international control was inserted in the Statute. 
The powers must be transferred “for the purpose of contribut- 
ing towards that closer association of the economies of Europe 
which the six powers have set out as one of their objectives.” 

To carry out its tasks, the Authority may examine witnesses 
and records, and send teams of investigators into factories. 
However, no technical staff to do this job exists, in spite of 
the large secretariat in Duesseldorf. The first nine months of 
the Authority were largely taken up in argument with the 
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The Ruhr Authority 


Correspondent) 


French on the scope of its organisation, The French envisaged 
a much bigger body, with a larger staff of investigators, than 
accorded with the British idea of efficiency. Until recently 
the State Department was unable to find a representative of 
adequate calibre who was willing to join the Council. He 
has now been found, but in the meantime there are reports 
that the French representative, M. Dejean (formerly Ambas- 
sador in Prague and an extremely able official), is resigning. 
The only positive achievement of the Authority has been in 
the last few weeks, when it undertook the allocation of Ruhr 
production between exports and home consumption for the 
first quarter of next year. Even this task, taken over from 
the tripartite board of Military Governors, is complicated by 
the fact that the Authority only covers the Ruhr and not the 
entire western German heavy indusry. 


The work of allocation is no longer so important as it was 
when production was low, and it was necessary to squeeze 
every ounce of coal and coke out of the Ruhr without entirely 
wrecking German chances of recovery. Now Ruhr coal pro- 
duction has risen to a daily average in September of 337,478 
tons, or over 8} million tons for the month. And the seller’s 
market is changing. So far, it is true, the Ruhr has met 
with only minor difficulties in selling its products abroad, and 
the reason has been currency trouble, not lack of demand. 
Moreover, the home demand is likely to grow if the financial 
pre-requisites permit. The steel industry alone, according to 
its own estimates, will not have enough fuel for continued 
expansion unless mining production reaches a daily average of 
360,000 tons. Nevertheless, it is true to say that in future 
the Ruhr Authority will not have to press for exports to the 
same extent as did its predecessors. 


The remaining functions of the Authority overlap with the 
work of the existing Control Groups or of the High Commission 
itself. The current discussions over the highly-important ques- 
tion of Ruhr coal prices for export and the internal market are 
a case in point. They are being thrashed out between the High 
Commission and the Germans. 


Attitude of the Germans 


It is, indeed, its relation to the High Commission that should 
cause most disquiet about the future of the Ruhr Authority. 
The Authority should, strictly speaking, be an autonomous body 
with powers of its own. It is not exclusively Allied, but a joint 
instrument for conducting the affairs of the Ruhr in collabora- 
tion with the Germans. Now that the German Government 
is formed, German representatives will, it is hoped, join the 
Authority. They will have three votes, or the same number 
as Britain, France and the United States, the Benelux countries 
having one each. It remains to be seen whether the affair of 
the German coal prices will have reversed a recent tendency 
on the part of the Germans to reconsider their original decision 
to oppose and embarrass the Authority. 


In any event, the Authority is tied to the High Commission 
for the time being. “During the control period ” its decisions 
can only be transmitted to the High Commission for action. 
The Authority cannot apply sanctions, and it is not at all certain 
what—apart from a threat of withdrawing Marshall Ai 
High Commission could do in case of German intransigence. 
How long the “control period” will last cannot be foreseen ; 





ed 
an 


tly 


puld 
rity. 
ody 
oint 
ora- 
nent 

the 
aber 
tries 
r of 
enicy 
sion 


sion 
jOns 
tion. 
rain 


een 5 


THE ECONOMIST, October 8, 1949 


but it appears that for a considerable number of years—during 
which German assertions of sovereignty are bound to grow— 
the Ruhr Authority is doomed to be no more than a rudi- 
mentary appendage of the tripartite High Commission. 


Australia’s Drive for 
Population 


[FROM OUR MELBOURNE CORRESPONDENT] 


Since the end of the war, Australia has been making a tre- 
mendous drive to increase its population by inducing people 
of European origin to come to its shores. Australians have 
always had a haunting fear of invasion from the north, but it 
was not until 1942, when their fears were nearly realised, that 
people became aware how vulnerable to attack their sparsely 
settled continent really was. New settlers are being obtained 
from two main sources: from the British Isles, under a scheme 
of assisted migration, and from Continental Europe, under 
agreement with the International Refugee Organisation. Under 
both these plans it is estimated that at least 170,000 newcomers 
will arrive in Australia in the 12 months ending June 30, 1950, 
while in the following years the numbers are expected to be 
even greater. 


These figures are greatly in excess of the target of 70,000 
new settlers a year which the Federal Government originally 
set when it embarked on the current immigration schemes. 
This figure of 70,000 represented about 1 per cent of the total 
Australian population, and was also equal to approximately the 
average annual excess of births over deaths in the five years to 
1945. The Federal Government has been working on the 
thesis that maximum absorptive capacity in an expanding 
country such as Australia is somewhere about 2 per cent per 
annum of its population. 


Fight Million this Year 


At the time of the last national census on June 30, 1947, the 
population of Australia was 7,579,000. In the two years which 
have elapsed since then nearly 160,000 new permanent residents 
have arrived in the country. As a consequence of natural in- 
crease and acceleration of immigration, the population of 
Australia is expected to reach the 8,000,000 mark by November 
this year. 


Mr A. A: Calwell, Minister for Immigration, speaking in the 
House of Representatives on September 8th, said: 

Given the continuance of the present birth and death rates, 
and of immigration on the large scale planned for, Australia 
should increase her numbers by between 2} per cent and 3 per 
cent annually. That means that we will reach the 9,000,000 
figure early in 1954 and will have 10 million people within our 
shores toward the end of 1957. With this continued development, 
most Australians now living should survive to see their country 
inhabited by 20 million people. 


PERMANENT AUSTRALIAN IMMIGRANTS 


OWS). iia dcawccaniknes v4 oaes cad. Kl 18,217 
TS FELL PLE IED: BIO ION 31,765 
ee ee ee seren eras 65,731 
1949 (first half) .......cssceeesveeess 75,000 


Under its agreement with IRO, Australia will take about 
150,000 displaced persons from Europe by June 30, 1950, when 
the present scheme comes to an end. The 50,o0oth migrant 
from Continental Europe, a Latvian girl of seven, arrived in 
Australia on August 12th, an occasion which Mr Calwell 
deemed sufficiently important to travel from Canberra to 
Fremantle in order to welcome her personally. 


Problem of Absorption 


This recital of the statistics of immigration shows the extent 
to which the Commonwealth Government has achieved success 
in its very ambitious scheme, pushed forward at a time when 
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shipping was exceedingly difficult to obtain for the long voyage 
to the Southern Hemisphere. Even more interesting is the 
success which has attended the efforts to absorb these new 
peoples smoothly and happily into the Australian scene. 
Mr Chifley, the Prime Minister, said recently when announc- 
ing the establishment of an immigration planning council, that 
migration to Australia had now reached such proportions that 
the smooth, speedy absorption of the settlers needed planning 
on an unprecedented scale. Because of the buoyant economic 
conditions there has so far been no difficulty in finding jobs 
for the immigrants; and by the same token the continued 
capacity of Australia to receive and absorb large numbers 
of new settlers will depend on the maintenance of a 
high rate of economic activity. Settlers from the British Isles 
find little difficulty in fitting in to the Australian milieu. With 
people from Continental Europe, the problem of absorption 
becomes a little more difficult, The Australian authorities have, 
however, endeavoured to ease the path of these people by 
arranging for them to spend a short time in reception centres, 
where they learn something of the way of life which they will 
be following in their new home. 


200,000 Needed in Industry 


Figures presented to Parliament by the Immigration Minister 
showed that 30,000 displaced persons have so far been placed 
in employment from reception and training centres. It is 
impossible precisely to estimate the contribution to the 
Australian economy which these particular people have made ; 
but in the case of the Queensland sugar industry it has been 
shown that displaced persons cut last season 346,931 tons of 
cane, an amount which would yield 50,000 tons of sugar. 
Since every ton of cane not harvested means so much less 
exported, and since the export price is about £28 a ton, the value 
of the sugar resulting last season from the employment of new 
arrivals from Continental Europe can be estimated as more 
than £1,400,000. 

It is principally Australia’s tremendous expansion of 
secondary industry in the last ten years which has made it 
possible for so many new arrivals to be absorbed in the economy 
so smoothly and so easily. The country is now on the thres- 
hold of a great industrial development which had its genesis 
in the first world war and was expanded and consolidated in 
the second. Great hydro-electric schemes are under way, the 
steel and allied industries are embarking on great programmes 
of expansion, and rapid development is taking place in textiles, 
chemicals, and electrical industries. Between 1939 and 1948, 
the numbers employed in Australian factories increased from 
565,106 to 848,872, and if the additional labour had been avail- 
able, the 1948 figure might well have been 100,000 more. 
Despite the many thousands of new arrivals in the Common- 
wealth, a serious shortage of labour in primary and secondary 
industry persists. The number of vacancies notified to the 
Commonwealth Labour Bureaux is more than 100,000, but 
actual unfilled jobs are probably double this figure. 


«“ Homogeneous White Australia ” 


The Federal Government is basing its long-term immigration 
plans on the assumption that it will be able to implement its 
avowed policy of full employment. It is certain that any serious 
check to the present state of buoyant economic activity would 
be followed by a sharp fall in the number of new arrivals. When 
the depression of the early nineteen-thirties struck Australia, 
a net inflow of new settlers soon gave place to a net outflow. 
People returned to their homeland. A recessive trend could 
easily develop in Australia if there were any significant fall in 
export prices, which now stand at more than four times their 
prewar level. A fall in export income speedily affects business 
activity in the Commonwealth and so restricts the capacity of 
industry to absorb more labour. It may be that the Federal 
Government, through monetary and other means, will be able 
to check a threatened fall in economic activity ; but it would 
nevertheless be difficult to maintain a steady. flow of new 
arrivals if jobs began to become scarce. 
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In carrying out its immigration policy, the Federal Govern- 
ment has taken every precaution to ensure that it preserves a 
“homogeneous White Australia.” Indeed, all political parties 
are agreed on this point. The Government’s policy, which is 
unchanged since federation nearly 50 years ago, was recently 
summarised by Mr. Calwell in the following words: 

The only claim ever made or implied in our policy is that 
there are different varieties of the human species distinguished 
from one another, not by skin pigmentation, but by languages, 
religions, standards of living, cultures and historical backgrounds, 
and that it is wise to avoid internecine strife and the problems 
of miscegenation which such differences have caused in all coun- 
tries throughout history where races of irreconcilable 
characteristics have lived in the same community. 


Chinese Communists and 
the Foreign Press 


[FROM OUR SPECIAL CORRESPONDENT IN HONGKONG] 


THERE has been a good deal of speculation recently about the 
probable attitude of the Chinese Communists towards the 
foreign press, especially insofar as it concerns the activities 
of foreign correspondents inside a Communist China. Some 
American correspondents, with the support of their offices, 
hope that, whenever formal relations are established between 
the American and the Chinese Communist Governments, reci- 
procal facilities in gathering and transmitting news will be 
provided. Hitherto in Communist China there has been a 
curious divergence in policy as between north and central 
China. 

Three weeks after the occupation of Peking the authorities 
came out with a sweeping order forbidding not only the trans- 
mission of news but also any activity that could be interpreted 
as news-gathering. The seventeen correspondents who were 
affected, some of them notoriously left-wing in their sympathies 
and most of the remainder anxious to be fair in their reports, 
have now nearly all left Peking. When Reuter’s correspondent 
left Tientsin six weeks ago he was refused a re-entry permit 
on the grounds that his occupation was not an essential one. 
Various explanations of the Communist policy in the north 
were put forward. It was a puzzling affair because the Com- 
munists, who in their Yenan days showed that they could 
handle foreign correspondents cleverly and well, must have 
realised that they were thereby forfeiting much western good- 
will. Increasingly, of late, their actions have suggested either 
that they feel sufficiently strong not to bother about this good- 
will or else that they think it cannot possibly really exist. 
They seem imbued also with the Russian idea that foreign 
correspondents enjoy a semi-diplomatic status (the recent Tass 
case in London, when a British court of law accepted the 
Russian contention that Tass was an organ of the Soviet 
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Government, seemed to them to confirm this idea) and 
moreover, often spies working under convenient newspaper 
covers. 


Foreign Papers in Difficulties 


In central Shanghai a_ different. policy was purs 
and correspondents are still cabling news out of Nanking and 
Shanghai. Military censorship was brought in after the 
Nationalist blockade began on June 25th, an understandable 
measure in the circumstances. These despatches sent out by 
foreign correspondents have not been voluminous, for cable 
tolls are heavy, and the writers are evidently being cautious 
and careful. But, while containing no outright criticism, they 
have certainly given a fairly complete picture of the i 
administrative difficulties which the Communists are facing. 


But if correspondents are still permitted a certain freedom 
to report news, the Communists have closed down on other 
forms of foreign press activity. The American-owned Shanghai 
Evening Post and Mercury suspended publication shortly after 
the Communists occupied Shanghai, and the editor, Mr Randall 
Gould, was subsequently involved in a long wrangle with 
employees over terms of settlement. The British-owned North 
China Daily News, which got into difficulties with the 
authorities in connection with the blockade and had to print 
a humiliating apology on its front page, has now asked for 
official permission to. close down. Like every other foreign 
concern in Shanghai it has been losing money hand over fist. 
On August 30th the Communists came out with an order for- 
bidding any foreign news agency to distribute news under pain 
of heavy penalties. All the agencies except Tass and Agence 
France Presse had already suspended their distribution services 
because of financial difficulties. This left the distribution of 
foreign news in Communist China entirely in the hands of the 
government-controlled New China News Agency. 


Intense Indoctrination Campaign 


The indoctrination campaign in Communist China is so 
intense that no one can expect these foreign news agencies to 
be able to resume their services, nor can one conceive that the 
Communists will permit the dissemination of any information 
about the outside world which has not been vetted and approved 
by them. There is a fairly general expectation, however, that, 
once their central government is effectively working, the 
Communists will again permit foreign correspondents to 
function in north as well as in central China, What freedom 
they will in fact have remains to be seen. The head of the 
Hongkong bureau of the New China News Agency was recalled 
recently to north China, and there have been persistent rumours 
that the Communists are planning the establishment of a press 
bureau to deal with the international press. 


The Chinese Communists’ conception of the role of the press, 
like that of every other Communist party, differs profoundly 
from that of the western democratic countries. On more than 
one occasion their spokesmen have stated bluntly that the 
primary function of the press is to instil the Marxist ideology 
into the masses. In his long pronouncement on June rst Mao 
Tse-tung declared: “Reactionaries must be deprived of the 
right to voice their opinion ; only the people may voice their 
opinion.” There are daily papers both in Peking and Shanghai 
which are still either nominally owned by private individuals 
or else claim to represent groups like the China Democratic 
League. They follow the official line with slavish obedience. 
A recent arrival from Peking said that, during six months in that 
city, not once did he see any criticism voiced in these ostensibly 
non-Communist papers except on the most trivial questions. 


No Need for Censorship 


There is no censorship of the Chinese press because all 
news is controlled at source, being collected and issued by the 
monopolistic New China News Agency. This agency functions 
freely in Hongkong and distributes its service both in English 


——S-S SOOeosT lUlee 


ts ee ee ae ed 


a = 


Oomnn ee 


sO 
to 


ed 
at, 


assa 


ITs 


SS, 
ily 
an 


gy 
lao 
the 
eir 
hai 
jals 
sic 
ce. 
hat 
bly 


the 
ons 
lish 








THE ECONOMIST, October 8, 1949 


Giant of the forest 
Loaded with §0 tons of spruce logs this truck is 


one of a fleet which hauls some 2,000 tons of wood 
daily to help keep Bowaters Newfoundland 
pulp and paper mills humming through each 24 
hours. These trucks, specially constructed for 
Bowaters, are over 60 feet in length, and their 
water-cooled brakes consume 150 gallons of water 
on each journey. This giant truck is one of many 
units of transport and handling equipment built 
or adapted by Bowaters for particular purposes in 
the western forests of the Province of Newfound- 
land. It is by such enterprise and improvisation 
that the continuous supply of raw materials has 
been guaranteed and so enabled Bowaters New- 
foundland mills to expand until today they are the 
largest integrated pulp and paper mills in the 
world, with markets in five continents. 


Issued by 
THE BOWATER PAPER CORPORATION LIMITED 
London 


GREAT BRITAIN CANADA AUSTRALIA SOUTH AFRICA U.S.A 
NORWAY SWEDEN 





RIVER 
WATER 
BECOMES 
DRINKING 
WATER 


Spence Chemicals are used 

in the purification of water 

in almost every part of the 

world. 
ALUMINOFERRIC, 

the Spence trade name for 

commercial aluminium sul- 


phate, containing 14% 
Al,O,, and aluminium sul- 
phate containing 17% to 
18% Al,O,, are supplied in 
grades according to par- 
ticular needs. 

' Their low cost and consistent quality are salient 
features. 

Calcium carbonate, and sodium aluminate are other 

Spence Chemicals used for water purification. 


= SPENCE: == 


NATIONAL BUILDINGS, MANCHESTER 3.. 


LONDON WIONES GOOLE BRISTOL 





In power houses, dust cannot be tolerated. So it is disposed of 
by Dust Collectors. These Dust Collectors include a number 
of tubes, the ends of which have to be tapered accurately to shape. 
A difficult operation! The BOC took it in their stride. Flame 


Spinning was the answer. Each tube, heated by oxy-acetylene 
blowpipes, was rotated against rollers, which formed it into the 
required shape. If metal has to be shaped, joined or cut, there’s 
usually a BOC way of doing it. Most often it’s the cheapest 
way, as well as the quickest. 


The British Oxygen Co Ltd 
London and Branches. 





emeceeoxiege cite receces 


st 


Dig ea Tal. 


a Aen aS 
ai Sd eS i a ies Ni ste 
ass ns 


ici. 
Sita Aetna ch MOC Sa a rite 
pale pve “ * 
f ea * 


aa 


patil 





FN EE te 


ae 4 “ ea 8 ee ~ - rs 
be aa cee “ iow - rm = aig nena cian . sina ils Pe Noekk g ae ne - 
~ pstehal a . ae me ed me ne eee ieee opt i SOP RP ar, i - aca 
i ne aati ede el eee annie a etal ee eas on , re 
is Acar ites hs ed + * Agere er ane pisents Bie 0° stig. Bs Ale dink site ; rhe be : i iia 2 
" t ¥ . , Peds “Bir * * 


ere: 


annem ai ai, Be 
etree nd 





een at tated 


apepremer ene 
iv 


cutinshidicinhedie ie camidihiniiea tt eettatane encore Te 
a A ARP it et OTE gis aes 


2 a 
: 
; 
a 
> 


Seog? 


- Ne areata 
Se a een ag en ger ame et eA 


ew 


GEM, oy 


ran ggeote mass tunis: OMNI. 2 20 


a le Nes om ey 





790 


and Chinese. It is a curious experience to read it day after 
day. Most of the items fall into a few clearly defined 
categories—production statistics, interviews with Labour 
Heroes, war mews, anniversary celebrations, formations of 
associations, manifestoes by fellow-travelling groups, and so 
forth. From week to week the full blast of indignation is 
directed, now at the American White Paper, now at Marshal 
Tito, now at intellectual “waverers,” now at Kuomintang 
“ reactionary remnants.” These propaganda campaigns are 
one of the agency’s most conspicuous features. An increasing 
amount of attention is being given to world events, although 
they are apparently seen only through the eyes of the Kremlin. 
The American “ imperialists” are of course the perennial and 
favourite targets of invective, but attacks have also been lodged 
recently against the “traitorous ” Hatta regime in Indonesia, 
against that “stooge of the British,” Pandit Nehru, against the 
British in Malaya and against Pibul Songgram in Siam, both 
of whom are charged with oppressing the Chinese residents 
of those countries. These are the views which are now being 
disseminated, with a thoroughness and technical efficiency 
never before known in China, throughout the Communist areas 
down to village level. 


Control of Broadcasting 


Although in China as throughout the east the radio is not 
yet the propaganda weapon which it can be amongst the more 
technically evolved nations of the west, the New China News 
Agency revealed recently that the Communists now control 
thirty-five broadcasting stations, some of considerable power. 
The agency recalled that their first broadcast in Chinese was 
made four years ago, on September 5, 1945, over a 300-watt 
transmitter from a loess cave in Yenan, the service in English 
being inaugurated on September 15, 1947. 


Election Prospects in Norway 


[FROM OUR OSLO CORRESPONDENT] 


Next Monday the people of Norway will elect a new Storting. 
The present one was elected in November, 1945. The new 
one will last until the autumn of 1953, for although Govern- 
ments may come and go an elected Storting goes on for its due 
term. The composition of the present National Assembly reflects 
the mood of the immediate postwar period. In particular the 
presence of 11 Communist members out of a total of 150 
represents the sympathy then felt for Russia and the belief 
in the sincerity of Russian aims. Indeed, on a strictly propor- 
tional basis the Communists should have had 18 seats. They 
are not likely to get more than 5 or 6 in the new Parliament, 
since support for Communism in Norway has dwindled 
rapidly. This is one of the most important changes which 
have occurred since the previous elections and which will 
influence the way the election goes. 


Another important change is the re-enfranchisement of the 
majority of the quislings who, in 1945, had their right to 
vote suspended. Altogether 38,031 were temporarily dis- 
enfranchised. All but 3,000 have now regained the vote. It 
is a reasonable supposition that the 35,000 odd votes involved 
will support the right-wing parties. In particular the 
Agrarians, some of whose leading members became quislings, 
are likely to benefit. 

The lowering of the voting age in 1947 from 25 to 21 years 
led to a similar but much larger increase in the electorate. 
These young people dispose of a further 150,000 votes which 
could have a marked influence on the results. There is, how- 
ever, little evidence to show which way they will turn. The 
municipal elections at the end of 1947 were the first held 
under these conditions. They showed a mild swing to the 
right. But there is nothing to indicate that this was due to 
the young voters, of whom in any:case only 50 per cent availed 
themselves of their right to vote. 
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No More “ Surplus- Votes ” 


A more important factor is the abolition of the “ Voting list 
association ” (Listeforbund). In 1945 and earlier it Was pos. 
sible for political parties to agree that, in a particular electoral 
district, the “ surplus votes” of one party should be counted 
to the advantage of another. Thus, in a district in which it 
takes 8,000 votes to return a candidate, the Conservatives, by 
arrangement with, say, the Agrarians could have their man 
elected, if they polled 7,300 votes and the Agrarians more than 
700, the combined votes of the two parties amounting to more 
than the necessary minimum. There is, incident ‘vast 
discrepancies in the support required for election in different 
districts—a state of affairs which is, not quite justly, compared 
to the English “rotten boroughs.” The “cost” of election 
in the 29 electoral districts into which the country is diyj 
varies from 33,000 votes in Oslo to some 4,000 votes ih the 
east central districts of Hedmark. ' 


An arrangement like the Listeforbund favours the weaker 
parties. When, therefore, the Government carly this year 
proposed to abolish it there was violent controversy in parlia- 
ment and press. It was only when the Socialist President of 
the Storting used his casting vote in support of the measure 
that it was adopted. 


This was, of course, perfectly legitimate. But the action 
rankles. Even so, the campaign so far has been quiet and 
limited in scope. None of the major issues of foreign policy 
are in dispute, except by the Communists. Thus the fact that 
this is the first election to be held in western Europe since 
three most important events occurred—the conclusion of the 
Atlantic Pact, the conference of Strasbourg, and the devalua- 
tion of sterling—has evoked no significant response. 


Slight Changes Likely 


With internal issues it is different. The opposition steadily 
attacks state control—“ usurpation by forms” it calls it—in 
all its aspects, particularly price control and restrictions on 
foreign trade. Another and familiar opposition complaint is 
that the Government, since it received only 41.8 per cent of 
the total votes in 1945, was not empowered by a majority of 
the people to undertake the various measures of socialisation 
which it has attempted. Then there are the usual protests 
against the increase of bureaucracy, high taxation and so forth. 
But it is difficult in all this to see any specific policies put 
forward. The Socialists hope to gain seats on their record, 
the Opposition because they are anti-Socialist. 


The result of it all is likely to be only a slight change in the 
balance of parties in the Storting. At present the Social 
Democrats have 76 out of 150—a bare absolute majority. 
They have to lose only 2 seats to be faced with a non-Socialist 
majority ; for the idea that they will seek the support of the 
Communists may be immediately dismissed. They have 
declared that in these circumstances they would not assume 
the office to which their majority entitles them. That remains 
to be seen. But meanwhile it is clear that only a small change 
in the election results could cause considerable disturbances 
in Norwegian political life, 


Indians in South Africa 


[FROM OUR JOHANNESBURG CORRESPONDENT] 


LIKE Jews in some parts of Europe, Indians in South Africa 
are hated (a) for being rich and (b) for being poor. Indians 
pay taxes, but have no vote, not even a municipal one. They 
are segregated socially, and, as they have no civic or parlia- 
mentary voice, their areas get no amenities worth speaking of, 
Nearly all avenues except trade are closed to them, and 80 
they are accused of “monopolising” trade. As traders, they 
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are heartily disliked by most Europeans, and by many natives 
as well. The Europeans say they “live on the smell of an 
oil rag,’ and so can undercut. On the other hand, the 
Europeans also accuse them of getting rich quick and then 
riding around in big cars, trying to force their way into 
European residential areas and seeking to marry (or seduce) 
white girls. The natives complain that Indians get trading 
licences in preference to natives in native areas, but the 
Europeans openly boast that “an Indian licence is refused as 
a matter of course if it is a new one.” 


South African Indians are bad propagandists and worse 
politicians. They can never agree among themselves, Their 
various organisations are honeycombed with intrigue and 
personal feuds. The aggregate wealth of the Indian com- 
munity is not small, and is in only a few hands. Rich Indians 
could do much to help poor Indians; they seldom bother. 
Despite an appallingly high infant death rate, the Indians 
are increasing so fast that in 50 years’ time there will be 
twice as many Indians as Europeans in Durban, where at 
present the numbers are about equal. But most Indian leaders 
resent any attempt by educators to control this frightening 
fecundity. On several occasions the Indians have tried to 
form a “non-European united front.” But the majority of 
Indians openly despise the natives as barbarians. The Indians 
will not hear of any plan for returning them to India—the 
great majority of them were born in South Africa and know 
no other home. Yet they openly appeal to the Indian Govern- 
ment as well as to the United Nations to rescue them from 
South African white oppression. 


Two years of emotional discussion in the United Nations, 
and the Durban riots this year in which 137 people were 
killed and Indians were terrorised, looted, raped and mutilated 
by Zulu mobs, while many Europeans, to begin with, stood 
looking on, have focused world attention on South Africa’s 
“Indian problem.” The “problem” is, however, at least 
60 years old. Indians were first brought to Natal because the 
natives would not work in the sugar plantations. Many of 
them became traders; some grew rich. Thus the seeds of 
conflict were sown: the Europeans wanted “coolies,” not 
competitors. Before the nineteenth century was out the few 
Indians who had qualified for the franchise were deprived of 
it. Britain, fearful of the effect on opinion in India, protested, 
but in vain. 


Effects of Segregation 


Most of the Union’s 300,000 Indians live in Durban. 
A few thousands got into the Transvaal before both the 
Transvaal and the Free State prohibited Indian “ immigra- 
tion” from other provinces. There are no Indians in the 
Free State. Some thousands live in the traditionally liberal 
Cape which raised no barriers to them. Thus the “ problem” 
is chiefly confined to Natal. But the Transvaal provides a 
neat working model of the consequences of the restrictive 
policies which have been adopted from time to time to “ solve 
the Indian question.” A Government Commission reported as 
early as the end of the first world war that Indian “ segrega- 
tion” in the Transvaal had resulted in “noisome slums, the 
inhabitants huddled together in small hovels in indescribable 
filth.” The Commission suggested that the Europeans should 
induce the Indians to live and trade apart, by making the segre- 
gated areas attractive—i.e., by providing as many amenities as 
possible. Almost 30 years later the Durban City Council was 
being urged by the Smuts Government to pursue just such a 
policy if it desired to stop Indian “ penetration.” The advice 
was ignored in both cases, and it is difficult not to connect 
this directly with the Indians’ lack of voting rights. 

A similar sterility befell the famous Cape Town agreement, 
which sought to solve the problem on somewhat different lines. 
As many Indians as possible were to be encouraged (in 
practice, bribed) to go back to India, and the remainder were 
to be “uplifted” to “Western standards.” There has been 
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some progress in providing Indians with education, but 
then find they are still debarred from skilled jobs in indus 
from nearly all the professions, and from the public seryice, 
Forced to trade or to do “ coolie ” work, they are then accused 
either of gross profiteering and trying to “ penetrate” Buro. 
pean residential areas, if they become rich, or else of j 
in squalor and demonstrating their innate inability to 
“Westernised,” if they stay poor. 
a 





Indian “ Penetration” 


Until the second world war, accusations of Indian “ Deasird: 
tion” were generally confined to the acquisition by ] Sais 
of residential property in “ European” areas. The definition 
has since been extended to cover acquisition of business pe 
perty as well, irrespective of where the Indians themselves 
actually live. In Durban especially, Indian purchases of hotels 
and blocks of flats are now regarded as “ penetration,” even if 
the purchasers do not live in them. The postwar Pegging 
Act passed by the Smuts Government sought to prevent 
Indians either buying or occupying property previously owned 
by a European, without a Government permit. In fact, per- 
mits were granted fairly freely ; the Smuts Government recog- 
nised that the Indian community in Natal, to which the Act 
applied, was young, ambitious, growing rapidly and was bound 
to expand. The Pegging Act, as its name implied, was in- 
tended solely as an interim measure ; the Smuts Government 
sought a more realistic answer to the problem in the Asiatic 
Land Tenure and Indian Representation Act. Under this 
measure it was intended to set aside areas for Asiatic residence 
and property acquisition; the areas were to be demarcated 
by a special board, and no Asiatics would be allowed to buy 
or occupy property elsewhere without special permission, 
The second part of the Act proposed that the Indians in Natal 
and the Transvaal should have three European MPs and two 
European Senators to represent them, on the lines of the 1936 
legislation for separate native parliamentary representation, 
There was also to be an Indian representative on the Natal 
Provincial Council. 


Indian Reserves Suggested 


In fact, the Act remained a dead letter because the Indians 
boycotted it. The Nationalist Government has abolished the 
abortive provisions for Indian representation, and it has made 
it clear that its interpretation of the other half will take the 
form not of setting aside new areas for Asiatic occupation 
and trading, but merely of confining Indians to existing 
“Indian areas.” At its meeting in Johannesburg in Septem- 
ber, the Transvaal Congress of the Nationalist Party urged the 
Government to create “reserves” for Indians who refused 
to return to India, on the lines of the native reserves. And in 
Natal the Nationalists’ attitude to the “ Indian problem” has 
the support of the majority of she Europeans, irrespective -of 
the fact that those Europeans are mostly English-speaking 
and on nearly all other issues are opposed to the Nationalist 
Party. There have been suggestions for another “round 
table conference” between the Union and Indian Govern- 
ments, but in the present atmosphere this would be unlikely 
to achieve much. In his past dealings with the Indians, Dr 
Malan has shown himself fair-minded and reasonable ; but 
since becoming the leader of the “ purified” Nationalists, 
who now form the Government, he seems to have committed 
himself to a policy of trying to bribe or coerce the Indians 
to “return to India”—though almost nobody believes that 
this has the slightest chance of success. The Smuts legislation, 
with its offer of at least a form of representation, might have 
been the beginning of a better era in race relations affecting 
Indians ; but the Indians refused to be politically segregated. 
In the upshot, they are still without any citizen rights, and 
under the present Government are unlikely to get any. 
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Felt ~~ bobs are the 
acceptedt 
andtpelcastean date 


SMOOTHING Felt for polishing bobs and felt for the bases of giant 
machines; felt the adaptable, shapeable fabric of indus- 

IRON try, cut and fabricated in a thousand different types 
and textures to customers’ own specifications. Feit is 

used in all Britain’s key industries today, yet felt is so versatile that few modern 
homes are without it either. Incomparably rich in colour, furnishing felts 
are seen at their best in ‘FELBURY’ fabrics and * CARMILLA’. 
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This is a Simon soap rollermill — six tons of massive 
yet beautifully precision-built machinery to turn out 
delicate wafer-thin soap flakes. It is one of a wide 
range of specialised Simon machines for the manu- 
facture of many kinds of soap—a necessary service 
to the modern world, for soap has important uses 
besides washing hands and clothes. Industry demands 
great quantities, not only for laundries but for wire- 
drawing, ship-launching, the washing of wool and 
cotton, and many other purposes. Henry Simon Ltd. 
are among the world’s foremost designers and 
builders of high-grade soap-making machinery, more 
than ninety per cent of which they now deliver to 
export markets ranging from Canada and the United 
States to Australia and South America. 


One of many ways in which the Simon Engineering 
Group serves the fundamental needs of civilisation. 


HENRY SIMON LTD 
SIMON-CARVES LTD 
SIMON HANDLING 
ENGINEERS LTO 







ENGINEERING] FY MESOLES LTD 

Wel tell) 7URBINE CEARS LTD 
N WY DUOLEY FOUNDRY CALTO 

SS .-§ SANDHOLMME [RON CALTO 
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Will there ever be enough? 


W CAN WE produce more food 

... improve transportation ... in- 
crease industrial output? These are 
questions that must be answered be- 
cause they vitally affect the welfare of 
nations. They concern the very core of 
the economic structure and no man can 
afford to ignore them. 


The answers rest in the ability of 
basic industries to purchase new ma- 
chines and equipment that will increase 
capacity as well as maintain and re- 
place old units whenever necessary. 
Accordingly, it is to the interest of 
every nation to facilitate the supply of 
such priority items in order to make 


this essential equipment available to 
its producers. 


For well over a century International 
Harvester has confined its activities to 
production of an ever-increasing vari- 
ety of essential equipment for essential 
work — machines that make it easier to 
produce the necessities of life. They 
are working tools that help in produc- 
tion and conservation of food and raw 
materials ...in transportation of such 


INTERNATIONAL 


International Trucks « International Industrial 
Power « International Harvester Refrigeration 





THE ECONOMIST, October’ §, i949 





articles ...for development and con- 
struction of projects which change the 
face of the earth and harness the forces 
of nature. These products of Interne 
tional Harvester contribute to the well- 
being and improve the living standards 
of nations and people everywhere be- 
cause they help turn shortage into 
plenty. International Harvester Export 
Company, 180 North Michigan Avenue, 


Chicago 1, U.S.A. 


HARVESTER 


McCormick International 
Farm Tractors & Farm Equipment 
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The Peso and British Trade 


RGENTINA’S cynical manipulation of her system of 
multiple exchange rates, announced last week-end after 

two weeks of cogitation, is for Britain the culminating incident 
in a process of disillusionment about the possibility of im- 
proved trade relationships. When the Anglo-Argentine 
Trade Agreement was signed last June, there seemed some 
chance that the Peron Government, after the departure 
of Senor Miranda, was at last being driven to a more mature 
appreciation of the obligations -imposed on a country which 
now ranks among the half-dozen greatest trading nations in 
the world. The real basis of the Agreement, which was to run 
for five years, was that Argentina would expand its agricul- 
tural production, trade its surplus to Britain, and in return 
allow British goods to be imported more freely. The Argen- 
tine Minister of Agriculture duly announced new plans to 
increase agricultural output ; wheat acreage was to be in- 
creased by 3,700,000 acres to restore the former level of 
17,300,000 acres ; linseed and feed grain acreages were not 
to fall below their present levels ; and the Argentine Govern- 


practice begun in the 1930s after Argentinians had gained 
painful though valuable experience of this technique from the 
manner in which it was used against them by Germany. 
Indeed, former colleagues of the great Maestro, Dr. Schacht, 
have placed their expertise at the disposal of the Argentine 
Central Bank. Not being a member of the International 
Monetary Fund, Argentina has retained complete freedom to 
act in such matters according to its own wishes. And this 
freedom has now been used with complete cynicism. 


Prior to September 18th the range of peso exchange fates 
expressed in terms of sterling stretched from 13.53 pesos to 
20.15 pesos to the £. The concertina has now been 
extended and stretches from rates of 9.40 pesos to 25.20 pesos 
to the £. In other words, for some purposes the peso 
ostensibly maintains full parity with the dollar, so that sterling 
in terms of these rates has depreciated to the full extent of 
its own devaluation ; yet, at the other end of the scale, the 
peso for other purposes has itself been’ depreciated in terms 
of sterling, so that its fall in terms of the dollar actually 
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ment was to pay farmers remunerative prices and provide 
them with better credit facilities. 


Soon after the agreement was signed, however, rifts 
between its intent and its operation became apparent. Since 
June, it is true, shipments of meat, maize and other primary 
products from Argentina have been well up to schedule, but 
the Argentine Government had large stocks which had been 
held up during the trade negotiations. The export side of 
the agreement has been working satisfactorily—as, indeed, 
it should—but as for the “free granting ” of-import licences 
for British goods, last summer’s negotiations might never have 
takeniplace. At first, Argentina pleaded that it was neces- 
sary to accumulate a working balance of sterling in the new 
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exceeds the 30} per cent by which sterling has been devalued. 


Complete details of the new regime are not yet available in 
London. The full lists of exported and imported commodi- 
ties to which the new rates will apply have not yet arrived. 
They comprise some 5,000 items published in a new edition of 
the Argentine import and exchange regulations. The: main 
structure of the new peso exchange can, however, be dis- 
cerned, and information about some of the more important 
commodities falling into each category has already been 
cabled to Britain. Expressed in terms of pounds, the new 
basic export rate is 9.40 pesos, compared with the previous 
rate of 13.53 pesos. This rate bas not been changed in terms 
of the U.S. dollar (the parity is still 3.3582 pesos to the $) so 
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“C” account ; then “ administrative difficulties ” were en- ; alg : 
ee : that, in terms of sterling, it makes the peso 44 per cent dearer. .4 
oo —_ 2 . hs eee the oo ro This basic export rate will apply to such commodities as meat, ‘ | 
eile hcen ; aaa “e «the j —_ ae saa wheat, maize, barley, rye, linseed, cotton seed, sunflower seed, 14 if 
ee NS ee ee ee ree peanuts and rape seed. In other words, the export com- 2 ig 
ae paises that large-scale ae —_— not modities for which the peso is given its greatest value are 3S 
7 — as il tn icon mrs those for which Argentina is confident of finding markets. 1 ) a 
ns industrial interests have exerted on the Argentine Government The next rate is that for “ preferential exports, category ic | ‘ie 
the to safeguard them against foreign competition in the home (a).” For these the exchange value of the peso has been a ee 
market. Now, by its new manipulation of the peso exchange = devalued by 30.5 per cent in terms of the dollar, that is from | | ‘4 ! 
wy rates, the Argentine Government has gone even farther to 3.3582 to 4.8321 pesos. In terms of sterling, therefore, this il 
na- meet the views of local industrialists, and thus seems finally rate remains unchanged at 13.53. It applies to exports of ie 
ell- to have shattered the hopes which the agreement had raised. hides, wool, live animals, pork, poultry, by-products of the : i ee 
rds meat industry, cereals other than those covered by the basic fea 
be- * rate, oilseed cake and vegetable oils, various timbers and i | ta 
nto minerals, metals, bristles and animal hairs. The peso’s sterling (a 
sort By exploiting to the full the complicated device of differen- value for category (b) preferential exports—powdered milk, : 5 | ts 
rae tial exchange rates, Argentina hopes to secure the maximum _ cheese, eggs and quebracho extract—is also unchanged, at i : } 
teturn from its sales of meat and other basic exports, while 16.04. For other exports there is a fourth rate—known as | 
tetaining the most favourable bargaining position for its the “special” export rate. This, too, remains unchanged i | ha 
purchases and imposing a heavy toll on outward financial re- _in relation to sterling, at 20.15 pesos. while against the dolla t ] 
mittances. Argentina has, indeed, long been well versed it has depreciated correspondingly from 5 to 7.1964 pesos. i 4 
R in these techniques. The peso exchange has for years It covers the export of such articles as footwear, leather goods, r 
Past provided the supreme example of the use of differential ham, bacon, tung oil, fresh and dried fruits, honey, selected i 
nent rates as an instrument of commercial and fiscal. policy—a textiles and various manufactured articles. 
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There is a parallel spectrum of rates for imports. For 
those of top priority a rate of 10.45 pesos to the £ has been 
fixed, representing full maintenance of the peso’s dollar value 
and, therefore, a 30.5 per cent depreciation of sterling in 
relation to the peso. The only imports to be admitted in 
this new preferential category will be those entering under 
government purchase ; they include oil products and other 
essentials. The preferential import rate for goods of second- 
class priority remains unchanged in terms of sterling at 15.04 
pesos, while the so-called basic import rate also remains un- 
changed at 17.04 pesos to the £, so that in both these cases 
the dollar value of the peso is down by 30.5 per cent, There 
is still no precise knowledge of the goods to which these two 
rates will apply. 


The devaluation of the peso even in terms of sterling—that 
is, by an amount greater than 30.5 per cent in terms of gold— 
becomes apparent only in the so-called “ free ” market rate 
used for financial services and in the “ auction” rate which is 
applied to luxury imports. The free rate, which is fixed day 
by day by the Central Bank of Argentina, applies to all pay- 
ments other than visible imports and exports. This free 
market buying rate has been moved from 19.30 pesos to 25.20 
pesos to the £ and from 4.81 pesos to 9 pesos to the $. Free 
market selling rates have been raised correspondingly. These 
changes represent a 23 per cent depreciation against sterling 
and one of no less than 47 per cent against the dollar. The 
lowering of the peso exchange in the free market is partly 
intended as an attempt to attract foreign—and particularly 
American—capital, in Argentina, since such capital would 
have the benefit of the free rate when converted into pesos. 
It would, however, also have to bear the disadvantage of that 
free rate when it came to remitting interest and dividends 
from Argentina to the lending countries. It is in this last 
respect that the new depreciated free market rate will hit 
Britain most, since it will apply to the transfer of dividends 
and profits to Britain and to such remittances for pensions 
and salaries as can jump the first and formidable hurdle of 
obtaining a licence from the Argentine exchange authorities. 
The auction rate for luxury imports is not yet known. Before 
the devaluation of sterling it stood at 19.89 pesos to the £. 
For the time being, however, all import licences for such 
articles have been suspended. 


x 


It is much too soon to try to guess the effects of this 
intricate system upon British trade as a whole. Over a wide 
range of British exports—including textiles, motor cars and 
non-essentials—the exporter has been deprived of the direct 
advantage from sterling’s depreciation, but may benefit from 
the increase in the dollar cost in Argentina of similar 
American goods. Conversely, except in the category of 
“basic ” Argentine produce, the natural tendency now would 
be for Argentina’s exports to be diverted away from the 
sterling market towards the dollar market. But, over a 
wide range of Argentine trade, it is impossible to speak of 
natural tendencies, since Government intervention, both in 
buying and selling, distorts all normal price relationships. 
Especially is this true of the “basic” exports, of which 
meat is for Britain by far the most important ; and here 
there is government intervention on both sides. In the 
contest of bulk selling versus bulk buying, economic con- 
siderations are blurred ; there is no market mechanism to 
equate supply and demand, and if one government is willing 
to hold excessively large stocks to maintain a high price, 
the other is willing to subsidise retail food prices to keep 
down the cost of living. The question is not whether the 
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Argentine producer is willing to sell at a particular price 


and the British consumer willing to pay that price, but a 
much more brutal one. To what extent can Argentina do 
without the British market and conversely to what extent 
can Britain do without Argentine supplies ? 

Argentina’s main exports are grain, meat, wool, vegetable 
oils, animal feeding stuffs and hides and skins. The lack 
of official Argentine trade figures—none have been published 
for nearly two years—makes it difficult to measure the rel. 
tive importance of different markets for Argentine produce, 
The statistics given in Table I have been collated from g 
variety of sources and though the figures may not all be 
strictly comparable, they do at least show the proportion of 
Argentine output which is exported and how much comes 
to Britain. In 1948, less than a third of the wheat was 











Tasite I—ARGENTINE OuTPUT AND Exports or Crrtaw 
AGRICULTURAL PrRopuctTs 


Unit | Prewar | 


Average | 1948 | 194g* 

Wheat :— 

COD... -sckshnaedsbabeeeeibaes | metric tons | 6,634 | 6,664 | 4,900 

MONOD 5x0 ces ct te cask ees + 3,210 | 2,160 

Proportion of exports to UK ..... per cent 10 | 5 | 
Maize :— 

L2GD .oqnchuaeneens seeGeeeteass metric tons | 7,892 | 6,500 6,000 

eR 555 53s sae. aiec Kenan’ a 6,072 | 2,521 a 

Proportion of exports to UK ..... per cent is} 4 me 
Meat :— 

Prodctiam : ,.o.iacscsvstavesisss taillion Ib, 4,459 | 5,070 5,000 

EGR Fionn ckaecsdpatese phe oh * 1,460 144 ak 

Proportion of exports to UK ..... per cent 80 68 ied 
Wool :— 

DS ccknce One Sh ess oc cnce sch ¥e million Ib. 385 | 495 465 

ED Gain S SAS vin os oes eeena o 366 450 ies 

Proportion of exports to UK ..... per cent 2s 8 ods 
Linseedt :— | j 

WUOMINN: <<<... -.).schsnedess | metric tons| 1,702 | 943 600 

INN 65 02a bd 5 450 gd Rs 0 6Sin be os ; 1,493 a ot 

Proportion of exports to UK ..... per cent 5 _ 


a a ' : = ———— 
* Unofficial estimates. t Most exports since war have been as oil. 


exported ; before the war, almost one half was exported. 
Exports of maize accounted for 40 per cent of the crop last 
year ; before the war they amounted to 75 per cent of the 
crop. To some extent, increased domestic consumption 
explains the reductions in exports, but that has been chiefly 
due to the extortionate commercial policy of the Argentine 
Government ; it has held out for high prices, but now finds 
itself with wholly excessive stocks. The proportion of total 
meat production exported has fallen from 33 per cent prewat 
to 28 per cent last year ; here, however, increased domestic 
consumption has been responsible, for much of the high 
quality beef which before the war was exported now finds 
its way on to the home market. But a limit to the increase in 
home consumption of meat is rapidly approaching. 


Thus, during the past ten years, there has been a marked 
reduction in the proportion of Argentina’s agricultural out- 


put which is exported. To what extent is Britain still an” 


important outlet for what remains ? Last year, Britain took 
5 per cent of Argentina’s exports of wheat, 45 per cent of 
maize, 68 per cent of meat, a very small proportion of its 
wool (more than half is exported to the United States) and 
a substantial quantity of animal feeding stuffs, vegeta! 
oils and hides and skins. India and certain countries in Asia 
may from time to time provide an outlet for certain quantities 
of Argentine wheat, but there is no alternative outlet for 
meat. Britain’s meat imports last year amounted to 77 Pet 
cent of Europe’s total and nearly 70 per cent of the world’s 
total, while Argentina alone supplied 36 per cent of the 
world’s exports. These figures clearly show how vital Britain 
and Argentina are to each other in the meat trade. As for 
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the other commodities, animal feeding stuffs could no doubt source for linseed oil, but since the war synthetic substitutes 


el 


ita find a ready market in Europe, but only at a favourable price. have been developed. Moreover in the past two years 
do The United States is now a net exporter of linseed oil and = Argentina has been exporting more sunflower-seed oil, which 
tent js willing to dispose of it under ECA. Some alternative presumably Britain will be able to get later on from East 
markets for hides and skins exist, but whether they could Africa. 
able absorb the quantity usually imported by Britain is doubtful. Th . : 
, s ae, ¢ only real problem is meat. 
lack At least it can be said that Argentina is dependent on the lied 28 y : eh of Britain’ cue oo? ataaes Se 
hed British market to a considerable extent, more particularly 7 er 30 ba cont: belinda a cate sae eae ca 
i maize and meat. : a Set aes 
ela- for its vere of ma aD ; of Australia are developed as large-scale beef producing 
uce, How far is the converse true ? Can Britain dispense with — regions—and that is estimated to take fifteen years—any 
ma imports of Argentine goods ? Table II shows British con- _ reduction in supplies from Argentina would mean a reduc- 
| be oie ~ tion in the ration eventually. For commodities other than 
n of TaBLeE I11—BriTIsH ay seas AND IMPORTS OF CERTAIN meat, Argentina is probably more dependent on the British 
*OODSTUFFS . a . ° : 

Mes Rg ae aacline sett tes rs +--+ _—siMmarket than is Britain on Argentine supplies. Even in the 
was |» Unit | Average | 247 |. 1988 case of meat, Britain’s bargaining power in the short run is 
— ; i r ~ not to be despised. A curtailment of shipments from Argen- 
i Rg han ann | 000 tons | 5,538 | 5309 | 5.404 tina would not threaten the meat ration immediately ; rather, 
ie: spect glad pion | 006 |. SAS. | Ae it would help to ease the present congestion in British cold 
Mg Meal <— | | stores. 
as Gavegetion > secncdenngy igor pe tae) ae on | ot On Wednesday, the Argentine Government reduced 
2 Proportion of imports from Argentina | per cent 31 7 | 86 its price for wheat by 25 per cent in terms of dollars, which 
f Mat — bee diaas <P ts piggs P raee means that the sterling equivalent price would be 8 per cent 

eee -. , oo ‘ ‘. - ' 7 a " 1,082 1,180 ‘906 higher than before devaluation. But Britain does not intend 

won of emports fro r ! C q a . . . . 

mn Beaty Fe ne deed bei to buy Argentine wheat. The price for maize, of which 


ie Britain is buying a million tons in the next twelve months, 
sumption and imports of certain foodstuffs in postwar years has been reduced by 15 per cent, which means that the 
- compared with prewar and the proportion of imports sup- _ sterling equivalent will be nearly 20 per cent dearer. There 
i plied by Argentina. Britain is plainly not dependent on — was no mention of a reduction in the meat price. Clearly 
Argentina for wheat ; its annual import is virtually satisfied | these adjustments have been made to exact the maximum 
by Canada and Australia, while there are now increased _ gain from the British trade agreement. But despite Britain’s 
possibilities of supplies from Russia and eastern Europe. strong bargaining position in the immediate future, if the 
600 In any case, British stocks of wheat are now high and so, too, | Government intends to take a firm line with Argentina, the 
are those of maize and other coarse grains. The new public must be prepared to face a reduction of about 25 per 
sy Russian contract for maize, barley and oats and the chance cent in the meat.ration in, say, three to six months’ time. This 


* of further supplies from Jugoslavia mean that Britain should — timing has only to be mentioned to demonstrate that the 
eg be virtually independent of Argentine exports, though it is = decision of the British Government, on this as on most 
rted. well to remember that consumption of feed grains in Britain matters now, will be determined by the pull of political 
is still well below prewar. Argentina is still an important _ forces. 


Oil Supplies—and Demand 
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me LTHOUGH the European economy is still based countries the idea of an indigenous oil industry has acquired 
high predominantly on coal, the relative rigidity of coal a partly illusory value as a symbol of self-sufficiency. To the 
finds output has caused its member countries (including Britain) Americans oil is a basic domestic industry and a vital branch 
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to rely largely on petroleum as the supplementary of American overseas trade; therefore it is here that 
source of energy which is to make the rapid expansion American interests are at their most sensitive, and that the 
of its productive activity possible. This consideration attempt to concert European recovery in consultation with 
alone dictates to the European countries that oil shall the United States is on most treacherous ground. 

play an expanding part in their life ; and, in addition, the The attempt, so far as oil is concerned, has been laborious 
trends of technological development persuade them in the and has made only halting progress. The vast expansion of 
same direction. In the expansion of the world petroleum = gomestic oil refining (involving an expenditure equivalent to 
dustry which is to supply these needs, Britain is deeply _ more than a billion dollars) which is projected in the national 
concerned—not only as the largest European user of oil, programmes of the members of the Organisation for European 
but also as a principal partner in the trade which produces — Economic Co-operation is being accompanied by large-scale 
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Asia and handles oil on a world-wide scale. expansion of oil production overseas by the major British and 
ines The frequency with which the oil industry has been _ British-Dutch oil companies. Each of these programmes re- 
t for discussed in The Economist in the past year needs, therefore, quires American equipment, for which the governments con- 
per DO excuse. But oil has also been in certain other ways a cerned are asking for a proportion of ECA dollars ; and 
7 ifs ctucial point in the European recovery programme. Among each has aroused American commercial suspicions. On 
f the the major commodity trades, the oil trade is to a peculiar © American insistence, the oil committee of OEEC has 
citain extent international ; therefore, it brings most sharply into = spent the greater part of this year trying to produce 
\s for focus the antithesis between national, or autarkic, and inter- a co-ordinated programme out of the various national 


national (or economic) points of view. To many European refinery projects. At an early stage it was faced with a series 
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of questions to which it could not supply answers. These 
were briefly stated in an article in The Economist on July 
231d :— 

How much oil can the European countries expect from over- 
seas ?. Where is it to come from ? Will it be refined near the 
point of production or available for purchase in crude form ? 
And how much of it will have to be paid for in dollars ? 


In fact, the analysis of the European national programme 
“in terms of an analysis of world oil economics” for which 
ECA had asked was an impossible task for an OEEC com- 
mittee. It was therefore proposed that the world prospects 
of oil supply and demand should be studied in detachment 
by the three countries—the United States, Britain, and the 
Netherlands—principally concerned in the world-wide oil 
trade. This study was begun in Washington in July by British 
and Netherlands Government representatives, together with 
representatives of ECA. Their report was placed before the 
OEEC on September 23rd and has now been published. It 
is based on the plans of the major oil companies for oilfield 
development, refineries, and marketing, and takes the form 
of a “ Statistical Summary of individual plans for the 
development of world oil production, refining and trading 
(excluding North America and Eastern Europe) ”. 


This is the first such survey to have been undertaken. 
The world oil trade is competitive, and its constituent 
companies are not addicted to pooling their plans ; 
this fact alone makes it necessary to regard the com- 
pilation with some reserve. On the production side, 
North America (the producer of about 60 per cent 
of the world’s oil output) is omitted ; the American com- 
panies were asked for information only about the overseas 
side of their production plans. The American economy 
consumes most of the American oil output itself, but it has 
to be borne in mind that a minor movement in the equation 
of supply and demand in the United States can affect the 
world-wide equation appreciably. Russia and Eastern 
Europe are omitted altogether. On the marketing side, it is 
true that American exports are taken into account. But the 
total conclusions are reached by adding together the esti- 
mates of competing companies, and no doubt more than 
one of these companies expects to sell the same oil to the 
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same customer; some inflation seems, 

inevitable in “ requirements ” arrived at by these 
Finally, the devaluation of currencies which has ha 
since the report was prepared is bound to affect profoundly 
the calculations on which production plans and marketing 
estimates are based. 


to be 


Although these reservations have to be made, the 
Washington report is still notable as the first compared 
attempt to produce anything approaching a world-wide pic- 
ture for the oil trade ; and it presents the general framework 
into which the national plans of the OEEC countries could 
(as the Americans have insisted) be fitted. The tables 
printed on this page are merely extracts from a detailed 
series of analyses which proceeds from oilfield production to 
refining in the oilfield areas of the world, thence to the 
international movement of crude oil and refined products, 
and finally to a statement of supplies and “ disposals” or 
marketing prospects in the importing areas. The statistics 
assembled in Washington make clear certain broad facts: 
the first of these is that the technical problem of idi 
enough oil for the requirements of the world has been 
mastered. 


The demands—even if they are credited with an improb- 
ably rapid rate of expansion—can be met ; the difficulties 
of oil supply in the next few years are thus seen as trading 
and currency difficulties, not as physical obstacles. The 
swift expansion of Middle East oil output which is projected 
depends on the completion of pipelines more than on any 
other factor. The report assumes that the Trans-Arabian 
pipeline will be completed in 1951, the Middle East pipeline 
in the second half of 1952, and the 30-inch line of the Iraq 
Petroleum Company towards the end of 1953. It also 
assumes the re-entry of the Haifa refinery into operation 
next year. Given these conditions—though the pipelines, it 
must be remembered, require heavy investment and a major 
industrial effort—Middle East crude oil will be available on 
the Mediterranean in all the quantities that can be required. 


While the bulk of the increase in crude oil output will be 
in the Middle East, a large part of the new refinery plant 
will be in the importing areas, and particularly in Europe. 
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The European total of petroleum imports will increase, but 
the imports of refined products will decline ; crude oil, to 
be refined in Europe, will take their place. The American 
oil companies have accepted this development and are them- 
selves largely concerned in the plans for erecting refineries 
in Europe. The following figures show the position of the 
QEEC area in 1953, according to the Washington statistics: 





EvuROPEAN OIL SUPPLIES AND REFINING, 1953 
(Million Metric Tons) 


Imports of crude oil into OEEC area........... 62-8 
Crude oil output of OEEC area.............065 2:7 
Meailability of ervde G8. i PE OS 65-5 
Less apparent balance 6... ccc cececenecveee 1:5 
Runs to refineries in OEEC area............4.. 64-0 
Less oil consumed in refining ......eceeeee 4-5 
Ty CMM sacs bcc sscaee Fhe hccgactecces 59-5 
Synthetic products ....... cece esecccerevves 0-9 
Imports of refined products ............0eeeees 16-7 
Availability of refined products trom all sources... 77-1 
Lg58 10-8 65.0555 kt eed eaten se Con eeae Res 5:0 
Availability for consumption by OEEC countries 72-1 
Estimated ‘‘ disposal”. of refined products in 
CEC COUMETUIR: 05.44 x0 bnnecndechanacet sence 72-1 
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It will be seen that the European side of these calculations 
turns on a figure of 72.1 million metric tons, which is the 
estimated consumption of refined petroleum products by the 
OEEC countries in 1953. This cannot fail to be a contro- 
versial figure. Since consumption in 1948 is estimated at 
45.1 million tons, the estimate for 1953 means an increase 
of 60 per cent in five years. A normal increase over that 
period, by the ordinary calculations of the oil trade, would 
be about 30 per cent. The last published estimate of the 
OEEC itself (made by the oil committee in its interim report) 
was 62.4 million tons in 1952-§3. But the OEEC oi] com- 
Mittee prepared its interim report as long ago as December, 
and since then the estimates of their future consumption 
made by the member countries have crept higher ; some of 
them, it appears, have felt obliged to support ambitious 
national refinery projects with high consumption estimates. 
The figure of 72.1 million tons appears to arrive at a similar 
error by a different method—by aggregating the company 
marketing programmes. There can be little doubt that it 
was well in excess of probability even before the devalua- 
tion of currencies had been taken into account. 

How is the oil arithmetic affected by devaluation? In 
the first place, devaluation will lead to a general increase in 
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the prices of oi] products expressed in devalued currencies. 
So far as dollar oil is concerned, this is automatic. The 
cost of sterling oil also contains a large dollar element, and 
there is no justification for any hope that sterling oil can 
hold a lower price level for any but the briefest period. 
Immediately after devaluation the British Government asked 
the oil companies “ in the national interest ” to refrain from 
Taising petroleum prices on the home market. This policy 
is in contrast to the action of the Ministry of Supply 
in regard to non-ferrous metals of which it holds stocks. 
But its temporary nature has been brought into sharp relief 
by the announcement that the prices of fuel and diesel oil 
for ships’ bunkers, where quoted in sterling outside the 
United Kingdom, are to be raised by about 40 per cent on 
November 1st. A price differential of that order would be 
enough to induce shipowners to send their ships to United 
Kingdom ports expressly for bunkering ; such a situation 
would end in farce. 
* 


The soft-currency countries of Europe have now, there- 
fore, to reckon with dearer oil ; and this will tend to reduce 
(or restrict the rate of expansion of) the market demand for 
petroleum products. If, for example, coal prices do not rise 
as quickly as oil prices, the rate of industrial conversion 
from coal to oil burning will be retarded. Effects of this 
kind will make themselves felt without the necessity of 
government intervention. But, since devaluation also reduces 
the amount of foreign exchange on which the countries con- 
cerned can call, the governments themselves will be obliged 
to see to it that their consumption programmes are cut. 


If market prospects are thinner as a result of devaluation, 
other factors also will cause a number of capital projects to 
look less promising than before. The cost of American equip- 
ment for the new refineries has risen sharply in terms of the 
devalued currencies. It is clear that the oil companies will 
have to reconsider the economic basis of their refinery pro- 
jects, and to some extent also of their oilfield development 
schemes. In so far (on the other hand) as refinery schemes 
are based on national rather than on commercial considera- 
tions, the governments concerned will need to review once 
more the extent to which they can afford to ignore cost-and- 
return calculations in favour of savings of foreign currency— 
but at the expense, perhaps, of dollar-earning projects in 
other fields of industry. 


American opinion has from the first regarded the European 
refinery programmes, taken together, as larger than could 
be justified by economic considerations alone. The 
Economic Co-operation Administration, while it has defended 
the European plans against attacks from the American oil 
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of questions to which it could not supply answers. These 
were briefly stated in an article in The Economist on July 
23rd: — ‘ 

How much oil can the European countries expect from over- 
seas ?. Where is it to come from ? Will it be refined near the 
point of production or available for purchase in crude form ? 
And how much of it will have to be paid for in dollars ? 


In fact, the analysis of the European national programme 
“in terms of an analysis of world oil economics” for which 
ECA had asked was an impossible task for an OEEC com- 
mittee. It was therefore proposed that the world prospects 
of oil supply and demand should be studied in detachment 
by the three countries—the United States, Britain, and the 
Netherlands—principally concerned in the world-wide oil 
trade. This study was begun in Washington in July by British 
and Netherlands Government representatives, together with 
representatives of ECA. Their report was placed before the 
OEEC on September 23rd and has now been published. It 
is based on the plans of the major oil companies for oilfield 
development, refineries, and marketing, and takes the form 
of a “ Statistical Summary of individual plans for the 
development of world oil production, refining and trading 
(excluding North America and Eastern Europe) ”. 


This is the first such survey to have been undertaken. 
The world oil trade is competitive, and its constituent 
companies are not addicted to pooling their plans ; 
this fact alone makes it necessary to regard the com- 
pilation with some reserve. On the production side, 
North America (the producer of about 60 per cent 
of the world’s oil output) is omitted ; the American com- 
panies were asked for information only about the overseas 
side of their production plans. The American economy 
consumes most of the American oil output itself, but it has 
to be borne in mind that a minor movement in the equation 
of supply and demand in the United States can affect the 
world-wide equation appreciably. Russia and Eastern 
Europe are omitted altogether. On the marketing side, it is 
true that American exports are taken into account. But the 
total conclusions are reached by adding together the esti- 
mates of competing companies, and no doubt more than 
one of these companies expects to sell the same oil to the 
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same customer; some inflation seems, to be 
inevitable in “ requirements ” arrived at by these methods, 
Finally, the devaluation of currencies which has happened 
since the report was prepared is bound to affect profoundly 
the calculations on which production plans and marketing 
estimates are based. ~ 


Although these reservations have to be made, the 
Washington report is still notable as the first concerted 
attempt to produce anything approaching a world-wide pic- 
ture for the oil trade ; and it presents the general framework 
into which the national plans of the OEEC countries could 
(as the Americans have insisted) be fitted. The tables 
printed on this page are merely extracts from a detailed 
series of analyses which proceeds from oilfield production to 
refining in the oilfield areas of the world, thence to the 
international movement of crude oil and refined products, 
and finally to a statement of supplies and “ disposals” or 
marketing prospects in the importing areas. The statistics 
assembled in Washington make clear certain broad facts: 
the first of these is that the technical problem of idi 
enough oil for the requirements of the world has been 
mastered. 


The demands—even if they are credited with an improb- 
ably rapid rate of expansion—can be met ; the difficulties 
of oil supply in the next few years are thus seen as trading 
and currency difficulties, not as physical obstacles. The 
swift expansion of Middle East oil output which is projected 
depends on the completion of pipelines more than on any 
other factor. The report assumes that the Trans-Arabian 
pipeline will be completed in 1951, the Middle East pipeline 
in the second half of 1952, and the 30-inch line of the Iraq 
Petroleum Company towards the end of 1953. It also 
assumes the re-entry of the Haifa refinery into operation 
next year. Given these conditions—though the pipelines, it 
must be remembered, require heavy investment and a major 
industrial effort—Middle East crude oil will be available on 
the Mediterranean in all the quantities that can be required. 


While the bulk of the increase in crude oil output will be 
in the Middle East, a large part of the new refinery plant 
will be in the importing areas, and particularly in Europe. 
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The European total of petroleum imports will increase, but 
the imports of refined products will decline ; crude oil, to 
be refined in Europe, will take their place. The American 
gi] companies have accepted this development and are them- 
selves largely concerned in the plans for erecting refineries 
in Europe. The following figures show the position of the 
OEEC area in 1953, according to the Washington statistics: 


_ 


EUROPEAN Or SUPPLIES AND REFINING, 1953 
(Million Metric Tons) 


Imports of crude oil into OEEC area........... 62:8 
Crude oil output of OEEC area......... cece 2:7 
Availability of crude Of) ......... 0c. cece wees 65-5 
Less apparent balance 1.6.00 ccc cceccececes 1-5 
Runs to refineries in OEEC area............... 64-0 
Less oil consumed in refining ......eceecees 4°5 
RCT CORDUT SoS Soe o's ok oS ¥ RS oe a Se ce E Bae 59-5 
Synthetic products .......cceseccceccececees 0:9 
Imports of refined products ...........00e22ees 16-7 
Availability of refined products from all sources.. 77-1 
LESS 7O-€XPOMES. cc cecccccccesecccccsescces 5:0 
Availability for consumption by OEEC countries 72-1 
Estimated ‘‘ disposal”. of refined products in 
PYRE COUMRTION 66 «5 05 a.0/nnandediiic 0s oll annie 72-1 


| 


It will be seen that the European side of these calculations 
turns on a figure of 72.1 million metric tons, which is the 
estimated consumption of refined petroleum products by the 
OEEC countries in 1953. This cannot fail to be a contro- 
versial figure. Since consumption in 1948 is estimated at 
45.1 million tons, the estimate for 1953 means an increase 
of 60 per cent in five years. A normal increase over that 
period, by the ordinary calculations of the oil trade, would 
be about 30 per cent. The last published estimate of the 
OEEC itself (made by the oil committee in its interim report) 
was 62.4 million tons in 19§2-§3. But the OEEC oil com- 
mittee prepared its interim report as long ago as December, 
and since then the estimates of their future consumption 
made by the member countries have crept higher ; some of 
them, it appears, have felt obliged to support ambitious 
national refinery projects with high consumption estimates. 
The figure of 72.1 million tons appears to arrive at a similar 
error by a different method—by aggregating the company 
marketing programmes. There can be little doubt that it 
was well in excess of probability even before the devalua- 
tion of currencies had been taken into account. 

How is the oil arithmetic affected by devaluation? In 
the first place, devaluation will lead to a general increase in 
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the prices of oi] products expressed in devalued currencies. 
So far as dollar oil is concerned, this is automatic. The 
cost of sterling oil also contains a large dollar element, and 
there is no justification for any hope that sterling oil can 
hold a lower price level for any but the briefest period. 
Immediately after devaluation the British Government asked 
the oil companies “ in the national interest ” to refrain from 
raising petroleum prices on the home market. This policy 
is in contrast to the action of the Ministry of Supply 
in regard to non-ferrous metals of which it holds stocks. 
But its temporary nature has been brought into sharp relief 
by the announcement that the prices of fuel and diesel oil 
for ships’ bunkers, where quoted in sterling outside the 
United Kingdom, are to be raised by about 40 per cent on 
November ist. A price differential of that order would be 
enough to induce shipowners to send their ships to United 
Kingdom ports expressly for bunkering ; such a situation 
would end in farce. 
® 


The soft-currency countries of Europe have now, there- 
fore, to reckon with dearer oil ; and this will tend to reduce 
(or restrict the rate of expansion of) the market demand for 
petroleum products. If, for example, coal prices do not rise 
as quickly as oil prices, the rate of industrial conversion 
from coal to oil burning will be retarded. Effects of this 
kind will make themselves felt without the necessity of 
government intervention. But, since devaluation also reduces 
the amount of foreign exchange on which the countries con- 
cerned can call, the governments themselves will be obliged 
to see to it that their consumption programmes are cut. 


If market prospects are thinner as a result of devaluation, 
other factors also will cause a number of capital projects to 
look less promising than before. The cost of American equip- 
ment for the new refineries has risen sharply in terms of the 
devalued currencies. It is clear that the oil companies will 
have to reconsider the economic basis of their refinery pro- 
jects, and to some extent also of their oilfield development 
schemes. In so far (on the other hand) as refinery schemes 
are based on national rather than on commercial considera- 
tions, the governments concerned will need to review once 
more the extent to which they can afford to ignore cost-and- 
return calculations in favour of savings of foreign currency— 
but at the expense, perhaps, of dollar-earning projects in 
other fields of industry. 


American opinion has from the first regarded the European 
refinery programmes, taken together, as larger than could 
be justified by economic considerations alone. The 
Economic Co-operation Administration, while it has defended 
the European plans against attacks from the American oil 
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industry, has for some time past refused to authorise dollar 
payments for petroleum equipment until a co-ordinated Euro- 
pean programme was produced on lines which ECA could 
approve. Its recent announcements of the authorisation 
of $25.25 million from ECA funds for British and French 
refinery projects indicates a change to this extent, that 
ECA is now prepared to approve authorisations for refinery 
projects which will bring European capacity up to a total not 
exceeding 42 million tons a year. The 1949-50 programme 
of OEEC includes projects which would produce a refining 
capacity of 50 million tons, and some of these projects will, 
as matters stand, be left out in the cold. It would seem, 
therefore, that ECA has accepted the responsibility of dis- 
criminating between various projects in the 1949-50 pro- 
gramme—a _ responsibility which, earlier in the year, it 
insisted should belong to OEEC alone. The immediate 
beneficiaries are the Shell plant at Shellhaven ($10 million), 
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the Anglo-Iranian plant at Llandarcy ($7.25 million 
six refineries in France ($8,000,000 oe ) = 
This change in the ECA attitude does not yet go 
so far as to relieve the OEEC of its res 
of producing a co-ordinated capital investment 
gramme for oil. The OEEC oil ccmmittee was directed 
in July to produce by October Ist a report presenting such 
a co-ordinated programme together with an estimate of 
European demand for petroleum products in 1953. 4 
report has been prepared, and will be laid before the 
Council of OEEC this weekend. It cannot have taken full 
account of devaluation. It is unlikely, therefore, that the 
task has been finished yet. Devaluation can be regarded as 
a major and possibly decisive setback to the laborious attempt 
at co-ordination of programmes. It can, alternatively, be 
regarded as a fresh opportunity to approach the task again, 
and more critically. The choice has still to be made. 


Business Notes 


The Gold Drain 


So far as the Chancellor of the Exchequer’s speech was 
concerned, the traditional Bankers’ Dinner was not, this 
year, a great occasion. Having dilated upon the de- 
valuation theme so recently during the debate in Parliament, 
Sir Stafford Cripps on Tuesday had little more to add 
—except to echo, rather ominously, the hint given a few 
days earlier by Mr Douglas Jay, Economic Secretary of the 
Treasury, that if disinflation could not be sufficiently stiffened 
by other means, it might be necessary to attempt to buttress 
it by increased taxation. Apart from this, the only significant 
fact which emerged from the speech was the extent of the 
drain on gold and dollar reserves on the eve of devaluation. 
Anticipating the quarterly official figures released on the follow- 
ing day (and incorporated in the table printed below) te 
Chancellor disclosed that the net gold and dollar deficit for 
the three months to the end of September amounted to £133 
million (computed at the old rate of $4.03 to the £). This 
although appreciably below the £157 million of the previous 
quarter, was far in excess of that for the similar period of 1948. 


Once again, £7,000,000 of the deficit was financed by draw- 
ings on the Canadian credit, while £71 million (compared with 
£85 million) was recouped from ECA, so that the net amount 
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which had to be found by running down the reserve of gold 
and dollars was £55 million. This net loss represents a slight 
improvement on that for the previous quarter, but otherwise 
was the worst since the second quarter of last year. It reduces 
the level of the reserve to only £351 million at the old rate of 
exchange—just {£100 million less than that at which it stood 


on the eve of the ERP period. Moreover, the Chancellor dis- 
closed that at the date of devaluation the reserves had fallen 
to £330 million, so that in the first eleven wecks of the quarter 
the net loss must have amounted to no less than £76 million, 
In other words, those who in early September were envisaging 
a loss of £100 million for the full quarter had estimated pretty 
accurately the true rate of depletion. As it is, the end-quarter 
figures have benefited from the impact effect of devaluation 
in causing a covering of the short position which had been 
built up in sterling. Although the full force of this movement 
was certainly not felt in the first fortnight of devalution, it 
represents a benefit which is non-recurring. Indeed, if the 
uneasiness about the. future course of British policy is not soon 
allayed, the remaining short position may never be fully 
covered. 


* x k 
Budgetary Trends 


On the question of disinflation, the Chancellor contented 
himself with repeating the arguments developed at greater 
length during the devaluation debate. Although industrial 
production has risen above its 1948 level and although exports 
have declined, there has been no easing of the price level. 
From this the Chancellor deduces—and it is plainly a sound 
deduction—that inflationary pressure is stili present in the 
economy ; he admits that it is likely to be increased by the 
devaluation. He denies, however, that his Budget expectations 
have already gone so seriously awry as some people have 
suggested, though conceding that expenditure is running ahead. 
of estimate, and that the Budget may in the end be “ vitiated.” 
The trend of revenue, however, he regarded as fully up 
expectations: the yield from tobacco has fallen, that from beer 
is steady, purchase tax is running close to estimate, while 
entertainments duty is slightly down. The yield from Inland 
Revenue has been “a little above” its due proportion of 
the estimate. On the other hand, the outlook for expenditure 
is “not so good.” “Below the line” outgoings are running 
roughly according to plan, but, “above the line,” expenditure 
on defence and on the health service will be larger than was 
envisaged last April and there will also be additional cash 
requirements from the trading departments for the finance 
of stocks. 


This commentary on the budgetary trends is roughly in line 
with the impression conveyed by the official revenue returns 
covering the first six months of the current year—althou 
these suggest that the Chancellor was somewhat understating 
the extent of the rise in expenditure. In the first half of the 
year, ordinary revenue has fallen by £49 million, while ordinary 


expenditure has risen by £222 million, whereas for the 64 


year the Budget contemplated a decline of £229 million 
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revenue and an increase of £156 million in expenditure. On 
the revenue side the relatively favourable impression which 
this comparison conveys is due largely to special factors. In 

icular, the abnormal items of miscellaneous receipts, 
surplus stores and trading services, which in the full year were 
expected to decline by nearly £200 million, have fallen so 
far by only £50 million. In addition, revenues in the second 
half of 1948-49 benefited from the non-recurring yield from 
the special contribution. Allowing for such factors as these, 
the figures seem roughly in line with the Chancellor’s forecast. 
On the other hand, it will be seen that aggregate expenditure 
already exceeds by no less than £66 million the increase 
originally envisaged for the full year. Below-line expenditure 
amounts, to date, to roughly £294 million after allowing for 
repayments, compared with £242 million for the first half of 
1948-49. ‘Thus there is an overall deficit of rather more than 
{£300 million, in contrast with an overall surplus of roughly 
{20 million in the first half of last year. For the full year, 
the overall surplus was expected to fall from £352 million to 
{14 million, a deterioration of £338 million—only a little 
more than the deterioration which has already occurred during 
the half year. 

* a * 


The Balance of Payments 


The latest of the half-yearly White Papers on the UK 
balance of payments, covering the six months to June 30, 1949, 
was released just as this issue of The Economist went to 
press. The main items in this document are shown in 
the accompanying tables. The figure of the net UK 
balance of payments deficit accords surprisingly closely 
with that of the last Economic Survey. This estimated 
a £15 million deficit for the first half of the year, while 
the provisional figures in the White Paper reveal a deficit 
of {10 million. This figure is the product of deficits of 
£135 million with the dollar area, of £30 million with “ other 
countries ” and of surpluses of £25 million with other western 
hemisphere countries (mainly S. America), of £115 million 
with the sterling area and of £15 million with OEEC countries. 
The net figures do not emphasise what is perhaps the most 
important aspect of the distribution of British trade by areas, 
namely the expansion of import and export trace both with 
the sterling area and with OEEC countries. The latter is 
particularly remarkable. Exports to OEEC countries in the 
first half of the year amounted to £213 million as compared 
with £178 million in the first half of 1948, whilst imports from 
them amounted to £206 million against £157 million. Here 
is a partial answer to the all too familiar accusation that Britain 
is neglecting its European colleagues in the development of 
its Overseas trade. 

The capital account showing the net overseas dis- 
investment of £10 million for the first half of 1949 
contains interesting indications of the extent to which debt has 
been repaid both to sterling and non-sterling countries. The 


net change in sterling liabilities for the first half of the yeaa 
amounted to £125 million of which £27 million was repaid to 
non-sterling area countries and £98 million to sterling area 
countries. The White Paper shows that UK sterling liabilities 
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on June 30, 1949, amounted to £3,233 million compared with 
£3,552 million on June 30, 1948, and the approximate peak of 
£3,700 million reached at the end of 1946. The net gold and 
dollar deficit that had to be met over the first half of the year 
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amounted to £239 million. Of this £153 million was on UK 
account with the dollar area, £43 million on account of the 
rest of the sterling area with the dollar area, and a further 
£43 million represented the net deficit of the whole of the 
sterling area (including the UK) with such countries as 
Belgium, Switzerland and Iran where that deficit had to be 
paid in gold. 


* * * 


Timber and the Housing Programme 


When Sir Stafford Cripps announced last July that timber 
imports from dollar sources would have to be cut substantially, 
he expressed a hope that “we may be able, by further pur- 
chases from non-dollar areas and otherwise, to carry through 
the housing programme without any substantial alteration.” 
Sir Stafford obviously had the Russian timber contract in 
mind. But as a note in The Economist of August 13th (page 
375) pointed out, even if allowance is made for the extra 
100,000 standards of softwood purchased from the Soviet 
Union and the Soviet zone of Germany, British imports for 
the year (based on the first six months of 1949) would be 
considerably smaller than in 1948. Stocks of imported soft- 
wood have, moreover, declined by well over 50 per cent in 
twelve months. The conclusion reached was that “it seems 
hard to believe that the housing programme can be carried 
through—at any rate not without a savage reduction in the 
amount of softwood consumed in other uses.” 


The President of the Board of Trade appears to be arriving 
at the same conclusion. In an address at New Brighton last 
weekend Mr Harold Wilson stated that new measures would 
shortly be announced for tightening up the control of timber. 
The reason he gave, however, was not that imports were 
insufficient to meet present requirements but “to stop black 
market activities.” He gave no evidence of such activities. 
But whether or not they exist on a serious scale they would 
still not alter the basic fact that this year’s imports of soft- 
wood will be insufficient to meet the present rate of consump- 
tion, and stocks have already been reduced to dangerously low 
levels. As an excuse to impose stricter controls on the use 
of timber “to stop black market activities” is probably as 
good as any. But it would have been more straightforward 
to state the truth, even though this would have implied a 
criticism of the system of government purchase and of Mr 
Wilson’s own department. According to the President, the 
shortage of timber has been hampering the housing programme 
“all along.” But who—if not the Government—is to blame 
for that ? 


Finance and Investment 


Yields Among the “ Shorts” 


It is perhaps easier to describe than to explain what has 
been going on in the gilt-edged market since the devaluation. 
It is plain beyond peradventure that the Government 
does not intend to back devaluation by a serious policy of dis- 
inflation ; that it will exhort, but not compel ; that it still holds 
fast to the notion that if wages do not rise, the economy will 
adjust itself and the dollar gap will close. And yet gilt-edged 
stocks rise. The paradox perhaps owes something to the fact 
that the rate of interest is one element among the whole gamut 
of prices which, in the Government’s view, should “ stay put.” 
Serious intentions to deal with inflation—that is if devaluation 
formed part of a logical financial and economic programme— 
would bring some accretion of confidence to the gilt-edged 
market, even if prices were affected by raising the peg of 
interest rates. And yet the confidence appears blithely to 
return. The market brushes aside both the fact of inflation 
and the threat of rising inflationary pressure. It is behaving— 
mercifully in a more modest way—in much the same spirit as 
it did in the exciting days of Dr Dalton’s cure-all. Basically, 
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its reasoning is the same. Inflation in a controlled 
is good for gilt-edged, because it is not allowed to be 00d for 
equities. 

It will be interesting to see whether this line of : 
survives the evidence of rising prices and costs which threatens 
to appear before many months are out. The foreign buyers 
who, so it is said, regard the pound at $2.80 as cheap may 
then be looking more critically at gilt-edged prices, Their 
buying, in any case, can hardly have been a material factor in 
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the recovery—save perhaps in the closing of previous bear 
positions. This week’s new issue of 3} per cent New Zealand 
stock, 1963-66, at 98} is not in itself a portent, for it is a 
small issue and priced close to the market—a camp follower 
rather than a leader. 


If there is some evidence of the return of institutional buyers 
to the market, it shows no support on a big scale, and it 
cannot have absorbed more than a part of their uninvested 
funds. For an explanation of the most interesting feature in 
the market—the pronounced recovery in the Shorts—it is 
necessary to look in other directions. By all accounts, the banks 
are showing far greater interest in the five- or seven-year stocks 
than in anything longer. The revaluation (or is it “ devalua- 
tion” ?) of the prospects of 3} per cent War Loan caused 
at the time much selling which has now been offset by pur- 
chases of genuine Shorts. The preparations for the Exchequer 
Bond repayment early next year may be providing a double 
stimulus, with Government and market competing for a five 
months’ bill. Disparities remain in the yield structure of the 
Shorts—and perhaps these, too, have some association with 
next February’s repayment, particularly in the leeway which 
3 per cent War Loan, 1955-59, still has to make up 
with a number of its near neighbours. But these are at any 
rate differences between a single family. Immediately one steps 
outside the threshold of the Shorts one enters a world where 
illusion for the moment has taken firm hold of fear. That 
must be gratifying to the Chancellor, and no doubt he hopes 
it will remain so. 


* * 


Profits Tax Apportionment 


The Inland Revenue has cleared up the question raised in 
The Economist last week about the incidence of the i 
tax on distributed profits. With the authority of the Chancellor 
of the Exchequer, the Board of Inland Revenue states that a 
Bill will be introduced after Parliament reassembles to increase 
the rate of profits tax from 25 per cent to 30 per cent, with 
a corresponding increase in the relief on profits which are not 
distributed to 20 per cent instead of 15 per cent. This legis- 
lation is to have effect from October 1st. The point fal 
in last week’s note was whether there would be an apportion- 
ment of the increase in the profits tax according to the period 
in which profits were earned. The Inland Revenue statement 
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“ME Paid for in Dollars 
Rubber and tin from the East are two of our major dollar earners 
—there are many others in this area—and the Chartered Bank’s 
: wide network of Branches assists British business men in 
that the first treatise on double entry book-keeping expanding this valuable potential and also earns dollars for 
was published in 1494, and this system is still the Britain in the form of invisible exports. Eastern merchants and 
prospective traders are cordially invited to discuss their plans 
‘ with the Managers of any of our offices in this country, and we 





central feature of modern mechanised commercial 


records. shall have pleasure in placing our comprehensive Eastern 
banking service at their disposal. 
Martins Bank, with - oun and enenespeneatian The Chartered Bank of India, 
throughout the world, is equipped to provide up- § ‘ 
to-date banking service to its customers. Australia and China 
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Makers of motor cars, paper and cotton goods 
Sellers of carpets, machine tools and chemicals 

Buyers of wool, wines and honey 
: All businessmen can learn more about their markets in 
r Te ; a i New Zealand from the Bank of Australasia. 
EXPORTS DEVELOPMENT. The District Bank, in TN ene et sa4 Pr 
world-wide touch with every important centre where British goods Current information is available on products required, 
are marketed, co-operates with exporters in securing suitable or goods available for export. Advice can be given on 
ceceentation in overseas markets and in bringing export opportunities for investment and on all shipping problems 


enquiries to their attention. 
You are invited to diséuss your problems with the local Manager. by the Overseas Department of 
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makes it clear that the increased rate will apply to chargeable 
accounting periods commencing on or after October 1, 1949. 
In the case of chargeable accounting periods which overlap 
that date, the increase in the distributed profits tax will apply 
to so much of the period as falls on or after October Ist. 


The Chancellor in his speech on September 27th had 
declared that the increase in the profits tax would take effect 
“as from today.” The Inland Revenue statement declares that 
“in order to prevent any advantage being gained” by the 
declaration of increased dividends within the period September 
27th to October 1st, the excess will be chargeable at the full 
increased rate of 30 per cent. So the Chancellor’s “as from 
today” is satisfied and the “ profit earner” requites any mis- 
chief he may have done in the last four days of September. 
Apportionment, of course, will reduce the immediate impact 
of the burden of the increase on companies. It will presently 
be discovered that while the cost of living is rising, in a month 
or two’s time, distributed profits are paying only a little more, 
if at all, than now, for there is much delay between a charge- 
able accounting period and the publication of profits and taxes 
which relate to it. Will there be renewed cries for fair shares 
when it is discovered that the time lag upsets the Chancellor’s 
notion of equality ? 


* * * 


European Convertibility Plans 


One of the forms in which French criticism of the devalua- 
tion of sterling has taken shape has been in the summoning of 
a conference at which France, Italy and the Benelux countries 
are to discuss a plan for the inter-convertibility of their 
currencies. The meeting is due to take place in Paris next 
week, though the resignation of the French Government may 
interfere with these plans. A scheme to effect such converti- 
bility has been worked out in general outline by the French 
administration and is generally known as the Petsche-Alphand 
plan. The interesting feature of this plan is that it does not 
depend on the readiness of the participant countries to hold 
one another’s currencies in unlimited amounts. There must 
inevitably be arrangements for holding modest working 
balances. But the attainment and maintenance of equilibrium 
in the relationships beween the participants woula be secured 
by allowing the rates of exchange between their currencies to 
rise and fall according to the free play of the market. The 
role of the exchange or stabilisation accounts of the countries 
concerned would be to intervene so as to prevent unduly severe 
day to day fluctuations. It appears that the general principles 
of this plan have been discussed with ECA representatives in 
Europe and have received their provisional blessing. If the 
scheme can be made to fit into proposals for liberalising 
European trade—if, in other words, the members are prepared 
to open their frontiers to one another’s goods—ECA might be 
induced to back it, using part of the $150 million pool of the 
current year’s appropriation reserved for expenditure on ECA 
initiative in the cause of harmonising and unifying the 
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European* economy. The principle of allowing” 
exchange rates runs counter to the letter of the Bretton Woods 
agreements, but since the US administration now reads these 
agreements with a much more lenient eye than formerly, no 
insuperable difficulty need be anticipated on this score. There 
is, however, a long way to travel between the French initiatj 
in taking a scheme of this kind out of its pigeon-hole ie 
in response to the devaluation of sterling—and the successful 
“selling” of any such plan to such buyers as the National 
Bank of Belgium and the Netherlands Bank. 


* * * 


Marshall Aid Vote 


Three months after the end of the first Marshall year, US 
Congress has voted the appropriation for the second year, which 
ends on June 30, 1950. During the interim, aid has continued 
to flow on the strength of a Congressional resolution passed 
last July authorising aid to be continued on the previous scale, 
the amounts so disbursed being deductible from the sum to be 
appropriated later. The amount finally approved by the con- 
ference of the two houses which reconciled the somewhat vary- 
ing acts approved by Senate and the House of Representatives, 
was $3,778,380,000. This figure includes the $150 million 
which the ECA was authorised to borrow from the Export- 
Import Bank. 


Although the definitive figure appropriated by Congress is 
not greatly different from that on which OEEC worked out its 
provisional division of aid last month, the whole of this painful 
exercise now has to be done again. The main reason for this 
is that an essential part of that division, namely the exchange 
of contributions and drawing rights under the Intra-European 
Payments Scheme, has to be recalculated following the devalua- 
tion of the currencies of recipient countries. Whether it will 
be possible, in the extreme uncertainty caused by these devalua- 
tions, to arrive at agreed estimates of balances of payments, is 
a matter on which serious doubts must be entertained, especi- 
ally in view of the resentment which Britain’s initiative in this 
matter has aroused in its other colleagues in OEEC. It is clear 
that this coming attempt by OEEC to agree a new distribution 
of Marshall aid will prove a very severe test of the readiness 
of the countries concerned to co-operate. The problem is 
under constant study by the payments committee of OEEC 
which is now in session in Paris. It was the main item on the 
agenda of the meeting of the Ministers’ alternates which began 
on Friday of this week. It will again be considered by the 
consultative group of Ministers on October 28th and it is 
hoped that sufficient progress will have been made to get an 
agreed scheme of distribution finally approved by the full 
meeting of the council of OEEC which has been convened for 
October 313t. 


® * * 


New Peseta Rates 


Spain has decided to follow the example of Argentina in 
using the general realignment of ‘exchange rates as an Oppor- 
tunity for widening its own range of differential rates. Last 
weekend, a fortnight after the devaluation of sterling, the 
official Gazette of Madrid published details of the new exchange 
regime. The delay which occurred in making this announct- 
ment is a measure of the vigour and controversial character of 
the debate which preceded the decision. There has been 4 
split between those who advocated a straightforward devalua- 
tion of the peseta, following the initiative taken by Britain, and 
others who wished to make it an occasion for perfecting the 
technique of diffefential rates, 


The latter appear to have won, The basic parity of the peseta 
with the dollar remains unchanged at 10.95 pesetas. 
basic rates have been adjusted according to the depreciation 
of the currencies concerned in terms of the dollar. The new 
basic sterling rate is therefore 30.66 pesetas. These basic rates 
are, however, largely arbitrary and apply to only 2 com 
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paratively smail proportion of the trade transacted by Spain. 
The multiple scale of pescta rates which apply to various types 
of imports and exports has been maintained, although adjusted 
to the changes which have been made in the basic parities. 
The lists of articles and rates that wall apply to them are to be 
jssued in due course. No decision has yet been taken about 
the tourist rates. 


* * R 


September Gold Mining Returns 


The first Kafhr and West African monthly gold mining 
returns to be published since devaluation—the companies’ 
returns are now Calculated on a gold price of 248s. 3d. per oz. 
instead of 172s. 6d. in the previous month—reflect the most 
favourable profit situation which, for the majority of mines, 
is likely to arise from the new conditions. While costs have 
increased to only a small extent, the total output for September 
has with few exceptions been valued at the higher gold price. 
As a result, profits show very large increases, as can be seen 
from the accompanying table. It should be remarked at once 
that dividends are not likely to show the same expansion. 
Even without any alteration in the formula for South African 
taxation, at least 50 per cent of the total increase in profits 
will find its way to the Union Treasury. The exact percentage 
will, of course, vary according to the differing ratio of profit 
10 revenue shown by particular mines. Under the prevailing 
formula, where this ratio is less than 6 per cent, no taxation 
is paid, while companies are allowed to charge, as an offset 
against taxation, amortisation of capital expenditure at an 
annual rate of 27$ per cent. Hence the net profit of low 
grade and new producing mines is likely to bear a higher 
proportion to the inflated gross profit than that of the high 
and medium grade mines. In fact, unless the medium grade 
mines succeed in lowering the grade of ore milled, they are 


likely to feel the burden of increased taxation more than the 
rest. 


SEPTEMBER GOLD MINING RETURNS 


Cost Per Ton Working Profit 


Tons Milled. 








Aug. | Sept. Ang. | Sept. | Aug. | Sept. 


00's 000's | 


(000's | £000's 
coins osu vauant. « 70 75 44/8 | 43/2 | 299 | 530 
hae Mines... kee ess 276 270 29/1 | BW/- 44 227 
Rome Deep... ..........00- 84 80 23/8 25/4 2 16 
MR... scuaute. «chee 70 68 24/10 25/6 12 33 
Simmer & fack ..........% 128 129 29/6 29/9 7 86 
Best Geduld ............40 153 147 20/2 20/1 244 314 
WED os cc ccccececcdt 178 175 22/- 22/- 195 300 
Daggafontein...........00e 230 235 19/7 | 19/5 283 374 
§ Wi nkin ss svierds oe beeeee 126 166 3O/la 24/2 31 83 
Randfontein............06- 363 348 20/8 21/5 | 9 80 
wand Leases ...... 6S oak 206 203 26/- 26/2 | 32 143 
Rs... oan wee 18 18 ing betsy i'cee ae 1l0lb 
RE ms a Tt 8 28) 
| j 
(@) Adversely atiected by jabour strike. (b) Valued at 248s, per oz. 


Additional taxation, absorbing part of the increase in profit, 
is not, moreover, the only nigger in the gold stack. The 
demands of both black and white labour for increased wages, 
which had been quiescent for some months before devaluation, 
are now being revived. In future months labour costs may 
be expected to rise by as much, at least, as 30 per cent— 
for that was the extent of the increase being canvassed before 
devaluation. Big increases in costs are also likely to arise 
from payments for stores, supplies, mining equipment and 
plant, since part of the cost of imports of these items in terms 
of South African currency has been automatically increased 
by devaluation. The certainty that costs and taxation will 
Nise accounts for the lukewarm response of the Kaffir market 
to the publication of the September returns. The rise in the 
Financial Times index of gold share prices this week to 138.46, 
Compared with the postwar low level of 86.22 and with 109.22 
on the eve of devaluation, indicates that share prices of most 
of the producing mines have already fully discounted, and 
Possibly more than d'scounted, the benefit of the higher gold 


805 


price. It is presumably for that reason that more attention 
has been paid in the past few days to the developing mines 


of the OFS, for these had lagged behind in the postwar 
Kaffir boom. 


Rising Bank Deposits 


At first glance the clearing banks’ statement for September 
seems to suggest there has been a violent reversal of the banking 
trends of recent months. Published deposits rose during the 
month by nearly £87 million compared with a fall of £52 
million in the previous month ; while the advances item, which 
in August rose only slightly, is up by no less than £37} million, 
its biggest rise since early 1948. In fact, however, both these 
large movements seem to have been due to purely technical 
and ephemeral influences. The return was made up on the 
Wednesday following devaluation, and thus was heavily dis- 
torted by the abnormal accumulation of cheques in course of 
clearing caused by the unexpected closing of the banks on the 
previous Monday, To some extent the accumulation is re- 
vealed in the increase in the published figures of items in 
course of collection, which rose from £183 million to £220 
million, so that the increase in so-called “net” deposits 
amounted to only £50 million. Even this figure, however, 
largely overstates the true increase in deposits. The distortion 
caused by the clearing delays has naturally affected not only 
the inter-bank items which comprise the published figures 
of balances in course of collection, but also the inter-branch 
items which all the banks, except Lloyds, group in their state- 
ments with the total of advances. This particular distortion, 
it is understood, explains most, if not all, of the apparent 
expansion in advances, which means that the true increase in 
deposits in the month may not have amounted to more than 
about £12 million. 


Of this true increase, just under £5,000,000 is reflected in a 
further rise in the total of investments (almost wholly due to 
an expansion in the portfolio of the National Provincial Bank). 
For the rest, there has been a slight net increase in govern- 
mental demands for finance. In September, in sharp contrast 
with their experience in the previous month, the banks have 
felt the full force of the Treasury’s new policy of switching 
its floating debt borrowings from Treasury deposit receipts to 
Treasury bills. It will be recalled that in August, when the 
first effects of the switching were felt, the banks’ holdings of 
TDRs dropped by £72} million, whereas their money market 
assets (bills and call money) rose by only £15 million. During 
September, however, there was a massive movement from the 
first category of assets to the second. Holdings of Treasury 
deposit receipts have been reduced by no less than £185 
million, bringing them down to only £902} million, their 
lowest level since mid-1943. On the other hand, both bills and 
call money have risen by an aggregate of £193 million, reaching 
new high levels at £971 million and £517 million respectively. 
Thus the ratio to published deposits of bills and call money 
combined has risen to the almost unprecedented level of 24.8 
per cent, while the TDR ratio is down to only 15 per cent, 
in contrast with 22} per cent twelve months previously. As 
the Treasury’s switching operation is still not complete, it is 
evident that the whole movement is destined to have far- 
reaching effects on the assets structure of the banks. 


* * * 


Mexican Eagle Capital Repayment 


The capital repayment foreshadowed in the report of the 
Mexican Eagle Oil Company earlier this year amounts 10 
104,529,327 Mexican pesos, representing 7 pesos per share on 
the 850,000 8 per cent 4 pesos participating preference and 
14,082,761 4 pesos ordinary shares. At the current rate of 
24.2 pesos to the £, this payment is equivalent 10 5s. 9d. tax 
free or nearly 10s. 6d. gross per share. Under Mexican law 
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the payment requires the consent of the holders of at least 
50 per cent of the shares and a special meeting will be held 
in Mexico City on October 21st for this purpose. This pay- 
ment is the first tangible result for shareholders of the receipt 
by the company in New York of the first two of the fifteen 
annual instalments of US $8,689,257 to be paid by the Mexican 
Government under the agreement of August 27, 1947, in com- 
pensation for the expropriation of the company’s properties 
in Mexico. 


Sterling shareholders have good reason for regarding the 
proposed repayment as timely and, in amount, it is above the 
general estimate. The delay in fixing the payment has in fact 
been very much worth while, since devaluation has enhanced 
its value by 44 per cent to sterling shareholders. Moreover, 
future annuities will carry this higher value in sterling so long 
as the £ remains at the new rate of $2.80. At this rate, 
the capital value of the 13 instalments still to come would be 
equivalent to approximately 53s. a share. The big imponder- 
able, of course, is whether the Mexican Government will con- 
tinue to honour its obligations under the agreement. On this 
point there may be room for differences of opinion. The 
other question is whether the company is to re-enter the oil 
industry. In the latest report the directors stated that in dis- 
posing of the instalments they would bear in mind any 
prospects which might open up for “future operations in the 
oil industry under acceptable conditions.” The size of the 
first payment suggests that no immediate steps in this direction 
are contemplated. 


* * * 


Ultramar Troubles 


Irreconcilable differences of opinion among the directors 
of Ultramar on the advisability of raising new funds have led 
to the resignations of Lord Harlech and Mr Brett from the 
Board. These two directors held the view that the provision 
of further finance is not justified except to the extent that the 
principal creditors of the company (the Finance Corporation for 
Industry and the holders of the loan stock) consider it neces- 
sary to conserve the value of the security for their loans. The 
majority of the Board believe that it is both essential and 
expedient to proceed with the development programme in the 
outlying fields of the properties in Venezuela, Moreover the 
company has to repay the amounts furnished to date by the 
Texas Company for assuming part of Ultramar’s share in the 
provision of finance for Mercedes, the operating company in 
Venezuela. 


At the annual meeting of Ultramar last week Sit Edwin 
Herbert gave a revised estimate of the amount of additional 
finance which would be required for these two purposes and 
stated that failure to raise the amount required would mean 
that Ultramar would be relegated to the position of a junior 
partner to the Texas Company. The total amount required to 
‘recompense the Texas Company for assuming the share of 
Ultramar in financing Mercedes is now given at £675,000 com- 
pared with the former estimate of £750,000. But this amount 
has to be provided in dollars, so that devaluation has had the 
effect of increasing it to £965,000. Sir Edwin indicated that the 
dollar expenditure required for the development programme— 
which, it seems to be generally agreed, is necessary if the enter- 
prise in Venezuela is ultimately to be profitable—would require 
an additional $1,000,000. While this amount is stated to be less 
that the previous estimate, its sterling equivalent has also been 
increased by devaluation. 


It is clear from these figures that the requirements of addi- 
tional capital amount to nearly £1,400,000 without including 
the amount required to meet Ultramar’s capital charges and 
interest obligations. The chances of success in raising this 
money still appear to turn on the willingness of holders of the 
prior charges to readjust the terms of their loans. Negotiations 
are still proceeding but so far Sir Edwin has nut been able to 
announce any definite result. All that he could say was that 
the discussions “are orocceding in a realistic ard co-operative 
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spirit.” Meanwhile Ultramar shares have slumped to 98. 
Shareholders have not received much comfort from the cane 
prospect that, should the company ever be in the Position 
remit surplus funds to this country, the devaluation of - 
pound would be an advantage. te 


Trade and Commodities 


Guarded Freedom for European Trade 


Only three countries besides Britain—Belgium, France 
and Italy—have so far announced their plans for the liberalisa- 
tion of European trade. France intends to remove import 
restrictions from goods representing 15 per cent of its imports 
from member countries of the Organisation for E 
Economic Co-operation. Belgium has stated that already 68 
per cent of its imports from OEEC countries are unrestricted, 
while in Italy quota controls on about 4o per cent of imports 
from OEEC countries have been removed in the past two years 
Other member countries had not submitted their proposals 
by October 1st, and are expected to do so this week. The 
results of this first step are unlikely to be startling, but at 
least some action is being taken, and in the right directioa, 


The British list is impressive in size, but since it does not 
cover the main imported foodstuffs and raw materials which are 
still under government control, it is restricted in quantity. 
Included among the mineral products and metals now under 
open general licence are asbestos, barytes, diatomaceous earth, 
graphite, cadmium, cobalt, mercury, silicon, ores and concen- 
trates of antimony, tungsten and vanadium, pig-iron and slate. 
Beeswax, liquid rosin, pine tar, stillingia oil and tung oil 
are among the items of the vegetable oil group. The chentical 
group includes four types of carbon black, synthetic iron 
oxides, lead acetate and nitrate and certain synthetic organic 
chemicals. 


But perhaps the more important items are the textile yarns 
and fibres and machinery. Rayon yarn and staple fibre can 
now be freely imported, so, too, can cotton yarn and thread, 
wool tops, woollen and worsted yarns. The machinery group 
includes brick and tile making n:achinery, cranes, electric lamp 
and valve making equipment, electrical machinery, machine 
tools for metal, wire or woodworking, mechanical handling 
equipment, mining machinery, mechanical pumps of all kinds, 
certain types of textile machinery, turbines, welding machines 


and certain types of road-making plant and machinery 
accessories. 


Admittedly, many countries which would be able to export 
to Britain many of these goods are not included in the scheme 
because increased imports from them would involve Britain in 
a dollar loss. Again, in recent months import licences for most, 
if not all, the items have been granted on application, so that 
the actual freeing of trade is mainly administrative—in othet 
words, the volume of goods imported is unlikely to expand. In 
present circumstances this is undoubtedly inevitable. But the 
second step should be more courageous, and should in effect 
enable Britain to increase appreciably its imports from thos 
countries which do not require dollar or gold settlement. 


*® * x 


New Cover for Cotton 


A revised cover scheme for cotton spinners was com 
municated to the trade last week by the Raw Cotton Com- 
mission. The old scheme will continue until November 30th, 
but the new arrangements, which clearly must overlap, came 
into force on October 1st. They have been designed for thos 
spinners who buy their cotton directly from the Commissiot, 
and some adaptation may therefore be necessary to suit’ the 
needs of spinner-weavers and spinner-doublers. The basis ot 
the new scheme is simple. Spinners normally buy cotton either 
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_ Collective Security provided 
by Chubb Safe Deposits 


PRESTIGE and profit are two results of the installation of a Safe 
Deposit for the use of customers or of the public‘in general. 
Facts about the demand for this type of service, and the most 
effective means of meeting it, are contained in the attractive 
and informative brochure “ Collective Security.” Among 
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against current yarn orders or in anticipation of them. With 
current yarn orders, they can protvect themselves against price 
fluctuations if they place their order for cotton with the Com- 
mission at the time they book the yarn: they can buy for 
immediate or deferred delivery. When spinning is carried 
out in anticipation of orders—in order to keep the mill going 
when trade is slack, or to secure a supply of a particular quality 
of cotton for delivery at some future date—the spinner can also 
obtain cover by means of the new “on call” contract. The 
Commission sells cotton to the spinner, but the price is not 
fixed until the yarn has been sold, either “ spot ” or “ forward.” 


By these means the spinner can be fully protected against 
price fluctuations while at the same time the Commission will 
be enabled to gauge future requirements more accurately. 
In fact, the new scheme amounts to an undertaking by the 
spinner that he will keep his yarn order book square at all 
times—that is, his yarn orders will be matched by purchases 
of raw cotton—while the Commission undertakes to supply 
the most suitable cotton available for the purpose, within the 
limits of the allocations of foreign currencies granted to the 
Commission. 


The main advantages of the new scheme are that cover is 
provided for particular qualities of cotton instead of for the 
main growths only, and that facilities for deferred and forward 
delivery will be available at prices appropriate to the delivery 
period instead of at one price for each quality. Moreover, 
under the new arrangements there will be no payment of 
cover differences when cotton prices are changed ; the Com- 
mission will, therefore, not be restricted to changing its 
prices only at week-ends, as—to the inconvenience of the trade 
—it has been in the past. 


On paper the scheme seems simple enough, but its real 
test will be its smooth working in day-to-day operation. Given 
the co-vperation of spinners, it should provide both adequate 
protection against price fluctuations and a better continuity 
of supply of particular types of cottons for the spinner. The 
next stage will be to furnish similar facilities to the other 
branches of the industry. 


* * * 


Increased Consumption of Natural Rubber 


During the recent Washington talks the American Govern- 
ment stated that it would take steps to expand the American 
consumption of natural rubber. The US Department of Com- 
merce has since reduced the percentages of general purpose 
synthetic rubber which American manufacturers are obliged 
to use in inner tubes and tyres. As a Note on page 783 points 
out, this concession should permit an additional consumption 
of §0,000 tons of natural rubber next year. This is not a 
large quantity compared with a world production of 1,500,000 
tons a year, but it might bring in an additional $17 million or 
so to the sterling area dollar pool. 

The problem is to discover whether it is the relative dearness 
of natural rubber which is restricting American demand—there 
certainly should be no cause for that since devaluation—or the 
legal requirements that certain minimum percentages of 
synthetic rubber must be used in the manufacture of certain 
goods in the United States. Between April and July, American 
consumption of synthetic rubber was fairly stationary ; any 
changes in total rubber consumption were borne by natural 
rubber. In June and July natural rubber was selling on the 
New York market at 2 cents a Ib. below the synthetic price 
of 185 cents a Ib., and the increase in demand was not appre- 
ciable. Now the difference between the two prices could be 
greater without affecting Malaya. If American consump- 
tion of synthetic rubber could be reduced to its legal minimum 
of 222,000 tons a year, the demand for natural rubber would 
expand by 180,000 tons, which would give Britain and the 
sterling area a sizeable addition to its dollar income. 


In August world production of natural rubber rose by 
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10,000 tons to 130,000 tons, and with the Janua figure 

the highest total of the year. Consumption, boom ri 
by only 2,500 tons to 110,000 tons. During that month the 
average price in London fell slightly to 1o’%sd. a Ib.—the New 
York price was 16.60 ceats a lb.—and but for American 
purchases for the strategic stockpile it would probably hays 
fallen even farther. 


* * t 


Jugoslav Trade and Devaluation 


The new five-year trade agreement with Jugoslavia, of which 
the signature was expected three weeks ago, is being hastily 
revised following the devaluation of sterling. ~The agreement 
is ambitious, for it contemplates £100 million worth of trad: 
each way during the five-year period—a total annual turnover 
of £40 million, compared with £30 million under the agree- 
ment of last December. No details have been officially released, 
but it is expected to follow the previous pattern. Jugoslavia’s 
main export to Britain will be timber—softwood and hard- 
wood, pitprops, sleepers and veneers. Maize and other coarse 
grains are also likely to be included, as well as lead, zinc and 
possibly bauxite, and token quantities of canned and fresh 
food (including wine), chemicals and tobacco. In retyrn 
Jugoslavia will obtain from Britain and the sterling area raw 
wool, rubber, cotton yarn, chemicals and capital equipment— 
the latter will form the major item. 


A schedule of quantities and values had already been agreed. 
At the moment of devaluation apparently only the formal 
signature was lacking. Now, however, there may have to be 
considerable revision. The price of Jugoslav timber and metals 
will no doubt be revised to the new sterling equivalent of the 
“world price.” But then the sterling price of rubber has also 
risen, and no doubt so will the price of capital goods, The 
main point is whether, because of the devaluation of sterling, 
Britain will have to accept fewer imports for the same amount 
of exports, 


Industry 


The Weaver’s Trade 


The final stages of the work of the Cotton Manufacturing 
Commission have taken it into some of the sheltered byways 
of the weaving trade, where it has gathered a little pharma- 
copeeia of restrictive attitudes for recording in the last instal- 
ment of its report.* Here, in quilt weaving, hard waste, and 
duck cloth—among tape sizers, warp drawers, and chain 
beamers—one miniature stronghold of technical conservatism 
is uncovered after another. The tape sizers are as good an 
example as any; an average weaving mill has two or three 
of these craftsmen, whose traditional skill and intuitive flair for 
the right mixture of size for any set of mill conditions is passed 
on, not in haste but jealously and with caution, when a job 
falls vacant. Their status is preserved by the Lancashire 
Amalgamated Tape Sizers’ Association, which on the one hand 
is against any apprenticeship scheme—* because it would mean 
that there would always be five men available for four jobs”"— 
and, on the other, opposes resolutely the spread of scientific 
aids to sizing control such as are in common use in the textile 
industries of other countries—because these might imperil the 
craftsmen’s monopoly. The Shirley Institute has done im- 
portant research work for the Lancashire industry on this 
subject, but its results are not evident in the mills ; and the 
manufacturers show little more readiness than the unions 1 
embrace any change of method. 

This is merely an example, one of many. The Moelwya 
Hughes Commission makes a series of suggestions 
to create the conditions in which higher productivity can be 
pursued. In surveying the automatic section of the weaving 


* Cotton Manufacturing Commission: Final Report, Parts Tf, 
III, and IV. HMSO. 1s. 6d. 
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industry (still a small section, with only a.tenth of the total of 
jooms) it questions some of the conventions which govern the 
number of looms per weaver, and indicates ways in which the 
weaver’s output and his status might be raised. It investigates 
the factors which deter young men from entering the weaving 
trade, and outlines a scheme of apprenticeship, with “ defined 
and organised facilities for practical and technical training and 
promotion.” Many of its suggestions are revolutionary. They 
are all related to the Commission’s general purpose, which is 
twofold: to secure “the employment by the manufacturer of 
the most efficient methods of doing the work,” and to offer to 
the worker a wage structure “in which piece-rates are related 
directly to the amount of effort required, in the conditions 
provided by the manufacturer, for each unit of output.” 


* * x 


Wages and the « Differential ” 


Sir Stafford Cripps used stern words last week on the 
jinadmissibility of arguments about “the maintenance of 
differentials or relativities” in wages questions. This seems 
to have been no empty formula ; there is a strong, though not 
necessarily durable, sentiment in the Labour party that the 
jower-paid workers must be protected against any repercussions 
which devaluation may have on the cost of living—and that, 
by implication, the higher-paid workers will have to accept 
sacrifices in their real earnings. Since this is the prevailing 
feeling—and its embarrassing effects on the _ relations 
between the political Labour movement and the trade 
unions are self-evident—it is important to have information 
about the relative movements of hourly and weekly earnings in 
industry over, say, the last ten or twelve years. This informa- 
tion has customarily been provided by a six-monthly survey 
of hours and earnings conducted by the Ministry of Labour 
and published in the Ministry of Labour Gazette. A detailed 
commentary in The Economist on May 15th last year drew the 
conclusion that the wartime and postwar influences had tended 
to flatten out the differentials. 


The Ministry of Labour Gazette for September contains 
the results of the latest of these six-monthly surveys, relating 
to the last pay-week of April, 1949. But, with the changed 
industrial classification of firms adopted last year with the 
National Insurance Act, direct comparison with the results of 
atlier surveys, industry by industry, has become impossible. 
Statistical improvements made in this way can produce 
drawbacks which outweigh their advantages. 


‘The accompanying table presents the relevant figures in the 
only form which seems possible in the circumstances. The 
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field surveyed excludes coal mining, the docks, the railwa 
and some other occupations. Average weekly earnings 
over the whole field surveyed rose from 53s. 3d. in October, 
1938, to 119s. 4d. in April, 1949. This was an increase of 
124 per cent. Hourly earnings rose over the same 10} years 
more steeply—from 13.7d. to 31.6d., an increase of 131 per 
cent. The Gazette puts the index of rates of wages in 
April, 1949, at 108 (June, 1947 = 100); it has since risen to 
109. The index of retail prices was 109 in April and has 
Since risen to III. 


* x x 


Builders Discuss American Methods 


The team sent out by the Anglo-American Productivity 
Council to study American building methods agreed on a state- 
ment of its general impressions before its members landed in 
this country on their return, They said that while wages in 
the American building industry were four times as high as 
in Britain and building costs were between 55 and 80 per 
cent higher, production per man-hour was 50 per cent greater. 
The British building industry is accustomed to complain of 
the difficulty of finding the capital to invest in mechanical 
equipment, but mechanisation is not the reason which the team 
give for the high American output. Rather, they describe it 
as a combination of incentive and organisation. The assembly- 
line approach has been applied to building methods; every 
detail is planned and the delivery of materials precisely timed 
before the work begins, and alterations of design are not 
tolerated once the work has started. Builders and workmen 
are then prepared to adhere rigidly to the pre-arranged 
schedule. It is true that British builders have been handicapped 
by uncertainties about the quality, quantities and delivery dates 
of materials, and by the lack of the wide range of good 
quality, cheap fittings and accessories which is available in 
the United States. But these handicaps do not excuse the 
impromptu methods by which so many British builders set to 
work. 

The team suggests that the American building industry 
is induced to work at this pace by the incentive of high 
standards of living and the goad provided by the fear of 
losing those standards. Neither (it is implied) exists for the 
British industry. The American building craftsman’s wages 
are among the highest rates paid in American industry. But 
he runs the risk of joining the pool of unemployed building 
operatives on low relief payments if his work does not reach 
the requisite standards. Commensurate rewards and penalties 
exist for contractors and architects. The moral is unlikely to 
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be taken to heart ; no unemployment is foreseen in the British 
building industry, and the least efficient builder is able, as 
things are, to make a comfortable living. The instinctive 
opposition of builders and unions to bonus payment schemes 
shows how little the need for incentive is felt. 

It might be possible to apply some American techniques to 
building, even without reproducing the American attack. The 
team mentions the use of cinder blocks as a backing for outside 
walls, and of asphalt shingles for roofing (giving a life of 
between 15 and 20 years) as methods which reduce costs. An 
official change of heart would, however, be necessary before 
such things could be introduced into British building. Official 
standards demand a more durable structure than is required 
in the United States. The question is whether the standards 
are not, in present circumstances, too rigid. 


* * * 


Importance of Packaging 


The Institute of Packaging opened its first exhibition in 
Manchester this week. Since its formation in 1947, the 
Institute has sought to persuade manufacturers that packaging 
costs should be regarded as part of the costs of production and 
not as a marginal overhead to be sacrificed in any economy 
drive. The best British packaging is good, but the average 
standard is low. The British Standards Institute, which 
recently prepared a civil version of its wartime packaging code, 
received disquieting reports from British trade representatives 
abroad about the condition in which some British goods arrive. 
Four or five responsible critics have lately said, independently, 
that 20 per cent of the goods damaged had been faultily 
packed. The primitive handling conditions in many foreign 
ports are well known, but manufacturers fail to take account 
of them in determining their standards of packing. Some ot 
these firms are entering the export trade for the first time, and 
may not be aware of the handling or the equally destructive 
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atmospheric conditions which their packages will haye to 
endure. To meet their special needs a package testing depart 
ment has been opened by the Printing, Packaging and Allied 
Trades Research Association at their Leatherhead laboratories, 
Individual packages can be tested for strength, permeability 
resistance to attack from insects, mould and bacteria, and 
ability to endure storage in a variety of climates, 

Good packaging has a further usefulness. In the same 
as “neat” packaging encourages careful handling on the r 
certain packing techniques can discourage pilfering. These 
methods have been described both by the British Standards 
Institute and by a committee formed by the London Chamber 
of Commerce to investigate methods which would enable 
manufacturers to reduce losses to their goods in transit, 

None of the suggestions made by these bodies is new. The 
necessity for repeating them underlines the habituai reluctance 
of the average British manufacturer to assume responsibility 
for his product once it leaves his factory. In organising its 
exhibition at Manchester, the Institute of Packaging hopes to 
do by visual education what verbal protests have failed to do, 


Shorter Note 


Coal output last week was 4,241,400 tons ; 263,300 tons of 
this was opencast output The total output of deep-mined coal 
in the first 39 weeks of this year was 149.2 million tons—only 
3.8 million tons higher than in the same period last year. Lord 
Hyndley said in July that output of deep-mined coal should 
average 4.3 million tons for the remainder of the year if a 
minimum target for the year of 207 million tons was to be 
reached. In the past weeks deep-mined output has been below 
4 million tons. The holiday season has now come to an end, 
but the renewed decline in the labour force in the mines has 
impaired the prospects of recovering the lost ground. The 
Coal Board has yet to find a method of encouraging the re- 
cruitment of adult workers. 
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BLYVOORUITZICHT GOLD MINING COMPANY, LTD. 


(incorporated in the Union of South Africa) 


AUTHORISED CAPITAL ... 


ISSUED CAPITAL (24,000,000 Shares of 2/6 each) ... 


€3,000,000 





Extracted from the Annual Report for the Year ended 30th June, 1949. 
DIRECTORATE : 

W. M. FRAMES (Chairman). 

—. S. HALLETT. 


S. R. FLEISCHER, C.B.E., 0.S.0., M.C. 
S. G. MENELL. SIR ERNEST OPPENHEIMER. 


Per ton milled 
& 13 





















Total Working Expenditure ... 1,473,911 
Working Profit ... .. £2,785,349 £4 7 6 
conieanetnen. : dnote 
Total Profit for the year ... aes wae €2,798,943 
Balance unappropriated at 30th June, 1948 ... 272,105 
: €3,071,048 
This amount has been dealt with as follows :-— 
Silicosis Act, ! rovision for Outstanding Liabilities 
and Assessment in respect of additional Outstanding 
Liabilicies ous oes “a oes whe ion von 5 
Taxation ... <n ape ee whe ‘ie ibe ie 737,431 
Mineral Lease Consideration sme ‘inn oe eon 149,432 
930,848 
2,140,200 


Dividends declared during the year—No. 6 of 30 per cent. and No. 7 of 





Leaving a balance unappropriated of... 


| 
| 
| 
! 
| 
G. V. R. RICHDALE. 
Tonnage milled, 637,000. 
Total Working Revenue aoe — ne me 
ee: re-estimated as at 30th june, ainda acco: = 


Tons Dwt. 


Available... ... 6,136,000 13.7 46.1 
Shaft Pillars : “Ser eee 127 45.8 
Total es eeeeirege st 13.6 46.1 

oe oo — 


‘ ws 5 ae the orentows vou. she available pecans jnernaned by nape tons, th® 

value was per ton lower stoping width 1,1 inches hi b increas® 

of 160,000 tons in shaft pillars was all at No. 2 Shafe = ~ 

European labour was, and continues to be, far below the requirements of the mine. 

As a consequence, it was not possible to increase the output to the capacity of the plant. 

_ The two boreholes, B2 and B3, drilled on joint account by Western Ultra Deep Levels, 
Limited, were completed during the year. Res were as — 


Borehole. Reef. Depth, Value, Width, Inch 
Feet. Dwr. inches. Dwe 
ioe aye 07s 
n 
B.3* Carbon Leader 8715 6277 «(125 78 


©. Fhe mann of an original intersection ond ewe deflections. 
The full Report and Accounts (with Pian of worki may be obtained f the 
London Secretaries, A. MOIR & CO.. 4, London Wall Buildings, London, EC 2 rie 
















CREDIT 
LYONNAIS 


(Limited Liabuity Company incorporated w trance 


LONDON 40), LOMBARD ST., E.€.3 


WEST END 8RANCH 
25/27, CHARLES II ST., HAYMARKET, S.W.1] 
Private Safes tor rental at this Office. 





PARIS 
LYONS 


Central Office - + - = = 
Head Office - -« - « - - 
















OVER 1,300 BRANCHES IN FRANCE. 
33 BRANCHES IN ALGERIA, TUNISIA & MOROCCO. 
Also at ABIDJAN, ALEXANDRIA, ANTWERP BARCELONA 
BRUSSELS, CAIRO, DAKAR, GENEVA, GHENT, LUXEMBURG 
MADRID, PORT SAID. DUALA and YAOUNDE ( 
SUBSIDIARY IN BRAZIL : 
BANCO FRANCES £ BRASILEIRO, S.A 
RIO DE JANEIRO, SANTOS AND SAO PAULO. 

SUBSIDIARY IN PORTUGAL : 

CREDIT FRANCO-PORTUGAIS LISBON AND OPORTO. 


CORRESPONDENTS IN ALL PARTS OF 
THE WORLD 


EVERY CLASS OF BANKING BUSINESS 
THROUGHOUT THE WORLD. 
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RIPLEY e DERBY e ENGLAND 
LONDON OFFICE: 20 ASHLEY PLACE, VICTORIA, S.W.1 


IMPERIAL SMELTING CORPORATION 


$)1 


CONSTRUCTIONAL 


STEELWORK 


LI ¢ — 
WBUTTERLEY 
ie 


This PLATE GIRDER 
I120ft. long x 12 ft. 6in. wide 


weight [20 tons. 


One of several massive girders recently 


supplied for a large steelworks extension 


THE BUTTERLEY COMPANY LIMITED 


CS 28 


WE CLAIM the credit for the bright colours of such 
things as lacquer and linoleum, plastics and 
printing inks. That’s because we make lithopone. 

Lithopone is a most widely used white pigment, 
and white pigments are the most important of all 
pigments. For they’re the base, the ‘ body ’ that 
makes white paint white and opaque, and makes 
brilliant colours possible in paints and many 
other materials. 

Our illustration shows an early stage in the 

production of ORR’S ZINC WHITE LITHOPONE at 
our Widnes works—the roasting of one of the 
raw materials in a revolving furnace. 
" Besides lithopone and other zinc pigments, our 
products include zinc metal and alloys, zinc dust, 
cadmium, metallic arsenic, sulphuric acid, 
catalysts, fungicides and fluorides: all basic 
materials for Britain’s home and export trade. 
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COMPANY MEETINGS 


ANGLO-CEYLON AND 
GENERAL ESTATES 
COMPANY, LIMITED 


SATISFACTORY RESULTS 


The sixty-third annual coteety general 
meeting of the Anglo-Ceylon General 
Estates Company, Limited, was held on 
October 6th in London, Mr Francis W. 
Douse (chairman and managing director) 
presiding. 

The following is an extract irom the 
chairman’s circulated statement :— 

The operations of the company have con- 
tinued to be favourable and the results for 
the year ended March 31, 1949, may be 
considered satisfactory. 

Ceylon.—In my last statement I said that 
the prospects for the year under review were 
reasonably good, although at that time there 
had been a slight falling off of crop through 
climatic conditions. Unfortunately that 
falling off was only partially recovered during 
the year and a further loss of crop occurred 
through a severe drought during the months 
of January to March, 1949. There was also 
some loss due to blister blight, but climatic 
conditions were the main cause of crop 
of tea this year being 5,233,502 Ibs. against 
last year’s record crop of 5,314,725 Ibs. Our 
considered estimated crop was 5,485,000 Ibs. 
and therefore the actual yield was rather 
disappointing. 

Mauritius.—An excellent crop was reaped 
during the year, the Island producing another 
record of approximately 395,000 tons of 
sugar. The share of this company and its 
subsidiary Mon Tresor and Mon Desert 
Limited, amounted to 49,650 tons as against 
45,485 tons last year, and the net price 
realised was approximately £23 = ton. 
Costs continued to rise but, again, the effect 
of these were offset by the increased crop. 


THE YEAR'S RESULTS 


For the year ended March, 1949, the 
trading profit of the company and its sub- 
sidiaries amounted to £560,933, including 
£9,008 surplus realised dn the crop for the 
previous year. After providing for all 
expenses, setting aside a net figure of £42,006 
for depreciation and £256,369 for taxation, 
there is a net surplus of £227,277 accruing 
to the group, against the corresponding figure 
of £197,703 last year. 

An interim dividend of 10 per cent. was 
paid in February last, and the directors now 
recommend a final dividend of 15 per cent., 
making 25 per cent. for the year. The direc- 
tors are also placing a further “£48,668 to 
contingency reserve account, making that 
reserve £100,000. The balance to be carried 
forward to next year will be £95,875, against 
£80,109 brought in. The strong position as 
revealed by the consolidated balance-sheet 
has been maintained. 

For the current year prospects seem good. 
A further record crop in Mauritius as a whole 
is predicted. Bulk buying of sugar by the 
home Government still continues and I see 
no reason why a price satisfactory to both 
sides should not be agreed when discussions 
take place later in the year. Therefore, pro- 
vided the weather holds good and labour 
conditions remain undisturbed, no less 
favourable results than for last year should 
be expected for our company. 

In Ceylon these has been some slight set- 
back in the crops harvested as the drought 
continued into April, but generally speaking 
prospects are not unfavourable. As for last 
year, most of our tea has been sold under 
contract either to the Ministry of Food or 
elsewhere at prices which would appear to 
be satisfactory. 

The report and accounts were adopted and 
at a subsequent extraordinary general meeting 
new articles of association were approved. 


GENERAL ELECTRIC 
COMPANY, LIMITED 


LARGER TURNOVER 


The annual general meeting of the General 
Electric Company, Limited, was held in 
London on September 29th. 

Sir Harry Railing, the chairman, in the 
course of his speech, said: The net profit, 
though less than in previous years, is con- 
sidered satisfactory. Fluctuations in demand 
and the return to competitive conditions 
naturally tend to a reduction of profit. In 
previous years the constantly rising costs of 
raw materials, wages and services could be 
recovered in increased sales prices, because 
the demand both at home and abroad ex- 
ceeded the supply. During the past year, 
especially the latter part, it became evident 
that further price increases would have re- 
sulted in a reduced volume of orders and 
therefore we had to choose between increased 
turnover with smaller profit margins or a 
reduction in output and productivity. In 
the interest of our longterm policy to main- 
tain and expand our markets at home and 
abroad, we chose the former. 

The results achieved during the past year 
could not have been obtained without an 
increase in the turnover of the company. Our 
total turnover exceeded that of the previous 
year. It increased in capital goods both at 
home and abroad, both in the power field 
and in the field of communication. In the 
field of consumer goods it increased abroad, 
but a contraction took place in the home 
market, mainly on account of the. inadequate 
expansion of electricity supply and the high 
purchase tax which is imposed. 


POSITION AND OUTLOOK 


After providing £828,000 for depreciation 
—£111,000 more than last year—and other 
provisions, we show a profit of £3,776,000 
before taxation. Taxation absorbs {2,262,000 
of this sum, i.e., 60 per cent.—a crippling 
amount. The inherent strength of the com- 
pany requires no explanation. Current assets 
exceed current liabilities by over £15,000,000. 
I draw special attention to the fact that the 
total reserves of the company now amount 
to £16,000,000. 

The immediate industrial outlook is any- 
thing but bright. I am not referring to this 
company, but to British industry in general. 
World demands are still unfilled, but pur- 
chasing capacity of individuals and individual 
units is limited and therefore the expansion 
of order volume. The need all the world 
over is for increased production of values 
and thereby for the creation of new demands. 

How can prices be reduced? Only by 
cutting production costs or by cutting profits. 
If we take our company’s dissection of in- 
come—and it is fairly representative of the 
engineering industry—the costs represent 
89.5 per cent. of the total, the profit after 
taxation and depreciation is 3.5 per cent. It 
is clear from these figures that any appreciable 
saving of prices must come from the costs 
and not from the profit after taxation. 

I deeply regret yesterday’s announcement 
in connection with the proposed increase in 
the profits tax. If this is persisted in, it will 
handicap industry in its efforts for modernisa- 
tion and in the running of risks, and is thus 
helping to create unemployment instead of 
preventing it. 


Our future depends on the global demand. 


for goods covering the whole electrical field, 
on the share which this country can take in 
it, and on the share which our company will 
take. We do not underestimate the difficul- 
ties. We will strive with all our might to 
maintain and expand our leading position in 
the fields which we cover as well as in the 
new fields which are constantly opening up 
in our great industry. 
report was 
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GOLD COAST SELECT] 
TRUST, LIMITED —" 


MAJOR-GEN. W. W. RIC 
STATEMENT ae 


The 19th annual general meeti 
Coast Selection Trust, Limited, uae 
October Sth in London, Major-General 
W. W. Richards, C.B., CBE, chairman, of 
the company, presiding. 

The following are extracts 
— ene: 

iwidends on our investments yielded 
£60,669 gross and the book profit 
of investments, £31,308. Saat ae 

Amalgamat nket Areas, Limi 
made steady progress throughout _ ~ 
year, but in common with ail West African 
mining companies shortage of African 
labour has restricted operations, 

Ariston Gold Mines (1929), Limited, for 
the year ended ae 30th, 1948, milled 
254,000 tons, yielding a gross revenue of 
£712,386, showing a working profit of 
£245,680. Underground development in ail 
sections is proceeding satisfactorily. 

Bremang Gold Dredging Company, 
Limited. Operations have shown a marked 
improvement during the last few years, and 
current returns are considered very satis. 
factory. 

Gold Coast Main Reef, Limited, showed a 
profit of £50,547 for the year ended June 30, 
1948, which, after adding the unappropriated 
balance of £8,316 from the previous year 
and £61,901 in respect of gold export duty 
refunded for previous years, left a balance 
available of £120,764. The company is 
developing on three sections, Bondaye to 
the 16th level, Tuappim to the 10th level, 
and Ekotokroo to the 9th level. Sinking is 
now in progress in each section for further 
development of the reefs below. 

The report was adopted. 


MARLU GOLD MINING: 
AREAS, LIMITED 


RISE IN COSTS 


The 14th annual general meeting of 
Marlu Gold Mining Areas, Limited, was 
held on October Sth in London. Major- 
General W. W. Richards, CB., CBE, 
chairman of the company, presiding. * 

The following is an extract from his state- 
ment, circulated with the report and accounis 
for the year ended September 30, 1948: 

Prior to the closing down, due to the war, 
the Marlu plant was treating well over 60,000 
tons of ore per month, and by so doit, 
our all-in working costs in 1938 and 1939 
were 10s, and 7s. 9d. per ton respectively. 
Due in the main to the very considerable 
increases in the costs of labour and materials, 
coupled with the fact that shortages of equip- 
ment have not permitted the full use of the 
treatment plant, the average cost per tn 
of ore treated during the year was 20s. 5d. 

During the year under review a total of 
315,460 tons of ore was treated, for 4 
recovery of 30,570 oz. of gold, equal to a 
average grade of 1.94 dwt. per ton. ~~ 
effort is being made to improve both | 
quantity and the grade of ore being mined. 

All the mines in the Gold Coast are sulle 
ing from shortage of African labour, ° 
am sorry to say that, although very © 
siderable increases in rates of pay have : 
granted, the labour which we aie able 
get does not work to the standard 
efficiency which existed before the wat. 

We are going ahead with the de- a 
and clearing of the Marlu shaft and 


from his circu: 


ue 


ings, and thereafter it is pro to put 
in a series of drill holes with 2 view © 


testing the extension of the ore 
the present workings. 
The report was 
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THE ECONOMIST, October 8, 1949 


THE BRITON FERRY 
STEEL COMPANY, 
LIMITED 


RECORD OUTPUT 


The sixty-first annual general meeting of 
the Briton Ferry Steel Company, Limited, 
was held on October 6th at Briton Ferry, 
Glamorgan, Colonel J. M. Bevan, M.C. 
(chairman and managing director), presiding. 

The following are extracts from his circu- 
laied statement: 


The group net trading profit of £428,469 is 
considerably higher than last year, including 
as it does for the first time the net trading 
profits for 11 meoaths of London Works 
(Barlows), Limited. No dividend was paid 
by this subsidiary during the year, though the 
financial results were eminently satisfactory 
and have already justified this acquisition, 
which we are convinced will prove extremely 
valuable in future years both as an outlet 
for our steel production as well as a profit- 
earning partner of our group. 

The sum of £36,771 has been distributed 
by way of dividends, leaving an increased 
balance to be carried forward to next year 
of £179,220—that is to say, £83,919 more 
than the balance brought forward last year. 


NATIONALISATION 


I have already advised all shareholders in 
my circular letter issued during the year what 
the effects of nationalisation will be if the 
Iron and Stee! Bill ever becomes law and is 
enforced by the present Government, and the 
present consolidated accounts will amply 
prove that the compensation price proposed 
for our share capital, which represents the 
whole of the undertaking, is altogether inade- 
quate because this is little more than the net 
hgquid assets, and practically means confisca- 
ton of the whole of our steel and tinplate 
works and all our interests in our subsidiary 
companies. 

Under the terms of the Iron and Steel Bill 
the rate of our dividend is limited, in spite 
of the fact that our profits are so much in 
excess of the amount required to meet such 
a distribution. The total taxation payable by 
the company and its subsidiaries amounts to 
£260,225, absorbing 60 per cent. of our total 
profit, and is about ten times the amount of 
the ordinary dividend paid to stockholders. 
The total retained in the business during the 
year, by way of depreciation and replacement 
of assets, allocation to reserves, and the addi- 
tion to the carry-forward, amounts to no less 
than £217,593, for which no compensation 
whatsoever is provided. Further, the 15 per 
cat. ordinary dividend of £23,938 represents 
only 2 per cent. on the equity capital and 


reserves employed in the business, which at 
the date ot the balance sheet amounted to 
£1,221,294 when only including the fixed 
assets at their low book values instead of their 
true values. 


_ Our steel works continued in full produc- 
uon throughout the year, and the output of 
steel was the largest in the history of the 


company, due largely to recent improvements 
within the works. 


Our tinplate works performed creditably, 
though we are still only working about 60 per 
cent. capacity, due to the shortage of labour. 


The prices of all our raw materials are 
strictly controlled. The selling prices of all 
our products are also similarly controlled by 
Government orders. 


Wages are regulated within the various 
associations of the industries, so it will be 
realised that the difference between success 
and failure becomes entirely dependent on 
the economy or, in other words, efficiency of 
each particular works and each and every 
individual employed. 

With regard to the future, I find it difficult 
to prophesy: there is still a strong demand, 
both at home and abroad, for all our steel 
products, and the world is by no means, as 


yet, re-equipped after the effects of the last 
world war. 


We are already experiencing keener com- 
petition both at home and abroad, and quality 
and cost are once again being recognised as 
of supreme importance. Every effort will 
have to be made to increase our production 
and obtain lower costs if we are to maintain 
our present standard of living in this country. 

The report was adopted. 


BEKOH CONSOLIDATED 
RUBBER ESTATES, 
LIMITED 


BRIGHTER OUTLOOK 


The twenty-ninth annual general meeting 
of this company was held on September 30th 
in London. 

Mr E. G. Estall (the chairman), who pre- 
sided, in the course of his speech, said: The 
net profit for the year is £11,766, as against 
£18,939 for last year. This represenis 
approximately ld. per lb. on the crop 
harvested. The combined crop for both 
Bekoh and Coronation Estates for the year 
was 3,100,505 lbs., against an estimate of 
2,860,000 Ibs., a very satisfactory increase. 
The cost of production was 6.65d. per Ib. 
To arrive at the “All in Cost” one must 
add 13d. per Ib., so that this is approximately 
8d. per Ib. 

Shareholders are no doubt disappointed at 
the absence of a dividend, but when the 


813 


decision was necessary the price of the com- 
modity was very close to. the “All in Cost.” 

Ih’s an ill wind that blows no good, and 
the devaluation of the £1 sterling has had a 
beneficial effect on the price of rubber both 
for near positions and next year. We have 
taken advantage of this and have sold 120 
tons January/December, 1950, at 13d. per 
Ib. The board’s policy is to continue this 
insurance. 

At the moment one cannot foresee any 
teal material rise’ in costs of production. 
News comes from America that American 
manufacture will be permitted to cut down 
their use of synthetic rubber. This is all to 
the good and, coupled with the fact that the 
price of natural rubber in U.S.A. is now 
cheaper than synthetic, the future certainly 
looks brighter. 

The report was adopted. 





NORTH KALGURLI (1912) 
LIMITED 


LARGE ORE RESERVES 


The annual general meeting of North 
Kaigurli (1912) Limited, was held on Septem- 
ber 29, in London. 

Mr C. T. Ley (the chairman) said that 
the proceeds of ore treated showed a sub- 
stantial increase of £134,862. The result 
had been obtained from an increase in ore 
treated of 64,975 tons chiefly at the Croesus 
Mill. The total expenditure in Australia for 
the year had been £362,714 against £245,067 
the previous year and, after deducting the 
expenditure in London there was a profit of 
£131,816, which was £18,100 greater than 
for 1947, From that they were proposing to 
pay a final dividend of ls. per share, less tax, 
amcunting with the interim dividend of 6d. 
to £45,375, leaving £20,397 to be carried 
forward after providing for taxes and depre- 
ciation. 

Last year he had mentioned a large increase 
in their ore reserves. This year the increase 
was even greater, 327,489 tons having been 
added to their reserves for only a slight re~ 
duction in the grade of the estimated gold 
content. The time had come when they must 
make provision for dealing with the large 
tonnage of ore. The best means of meeting 
the rising cost of production was by increas- 
ing their output. To achieve that their first 
problem was the means of hauling a larger 
tonnage to the surface and that had been 
found to be impossible owing to the smal] 
size of the shafts. They had decided to sink 
and equip an entirely new main shaft of 
sufficient size and haulage capacity to deal 
with a tonnage of 25 or 30 thousand tons a 
month. That would take about two years to 
complete. 

The report was adopted. 





NOTICES 
_————— 


UNIVERSITY OF LONDON 
DEPARTMENT OF EXTRA-MURAL STUDIES 


Applications are invited from persons with high academic qualifi- 
and suitable experience of adult education for inclusion on 


cations 
the panel of University Extension lecturers. 


Applied Science 


Archaeology and Local History ae 
Economics and Economic History K 


Field Biolog 
Literary an 
Psychol 
sychology 
Social Studies 


unties. 

Ap lions are particularly invited from persons resident in Essex 
trey. Further information and application forms may be 
Extra from the Director (Extension Lectures), Department oi 


University Extension 

ctures offer an essentially libera) opportunity for information and 

discussion of University standard. All appointments are of a part- 

renleraracter. Vacancies are most likely to occur in the following the 
2: 


a Artistic Criticism 


aancgemntul applicants may be invited to undertake cong lectur- 
in the Greater London area and in several Home Co’ 


Mural Studies, University of London, Senate House, W.C.1. 


SHRIDGE.—Principal: General Sir Bernard Paget. 
44 October 2ist-24th: Shall I Emigrate? 
Problems, Sir Godfrey Ince: Economics of Migration, Roy Harrod: 
Dominions, Requirements and The Personal Problem, Miss Edith 
Thompson and Roy Lewis: Shall I Emigrate? Roy Lewis. Inclusive 


fee: £3 10s. 


Commonwealth, 


Course 48, 
Britain's Manpower 


Course 48a, October 24th-28th: Aspects of the Commonwealth. 
Historical Aspect, H. 
Montgomery: Commonwealth and Sea-Power, Rear-Admiral Oliver: 
Looser Links and Stronger Ties, Robert McKenzie: American View 
of the Commonwealth, Prof. Arthur Newell: Continental View of 


V. Hodson: Strategic Aspect, Field-Marshal 


Dr. Franz Burger. Inclusive fee: £4, 


Inclusive fee for full week: £7.—Applications to Secretary, Ashridge, 


Berkhamsted, Herts. 


Scandinavian market, 


Tel.: Little Gaddesden 3191. 


EEN young NORWEGIAN business man, at present sales 
manager, with University education and wide knowledge of the 


seeks position with the MOTOR-CAR, 


STEEL, OIL, or RUBBER industry.—Box 223.00 
WUBLIC RELATIONS.—Well-known, old-established consultants 


~-Box 


with extensive Parliamentary, official and commercial experi- 
ence ane peers to undertake limited amount of additional work. 


‘}CONOMIST (with RECORDS AND STATISTICS) Oct. 5, 1946, 
oS et. 8, 1919, for sale.~Keply Quinn, St. Edward's, Clifford, 
Boston Spa, Yorkshire. 
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Investment Statistics 


8i4 

Company Notes 
Powell Duffryn.—Consolidated trading 
profit declined from £1,228,175 to 


£1,090,827 in the year to March 31, 1949. 
Fixed assets not vested in the National Coal 
Board less depreciation amounted to 
£3,530,950 (£3,494,483) and net current 
assets to £7,164,916 (£10,606,885) at the year 
end, Trade investments have increased from 
£1,386,002 to £2,198,828. Loan capital had 
been reduced from £1,639,591 to £390,589 
by the date of the balance sheet. 

Staveley Coal and lron.—Group trading 
profit rose from £1,030,086 to £1,302,190 in 
the year to June 30, 1949, Consolidated fixed 
assets less written off have been increased 
from £4,135,588 to £7,250,351. The divi- 
dend of 125 per cent tax free is repeated. 

Giaxo Laboratories.—Profit for the year 
to June 30, 1949, amounted to £1,671,155 
including £45,935 trading profit, etc., and 
£31,547 dividends from subsidiaries relating 
to previous years. Profit for the previous 
period of 9 months to June 30, 1948, was 
£976,101 including £43,140 profits, etc., 
relating to prior years of subsidiaries. A 
dividend of 80 per cent is recommended 
making the total payment pro rata to that 
for the previous 9 months. It is proposed 
to capitalise £716,715 of reserves by way of 
an issue of ordinary stock to ordinary stock- 
holders on a nine-for-one basis. 

Reardon Smith.—The consolidated balance 
on working account declined from £1,551,357 
to £977,035 in the year to March 31, 1949. 
The dividend is unchanged at 15 per cent for 
the year. A distribution of realised capital 
accretion amounting to £153,200 was made 
to stockholders from tonnage replacement 
reserve account on March 31, 1949. The 
consolidated balance sheet value of the fleet 
less depreciation was £1,841,000 (£2,000,000) 
at the year end. Net current assets amounted 
to £3,654,572 (£3,758,861). 

Trinidad Petroleum Development.—The 
balance on production account after charging 
production and administrative expenses fell 
from £1,115,383 to £975,206 in the year to 
July 31, 1949. A dividend of 16} per cent 
tax free (same) is recommended. Total out- 
put of crude oil increased from 2,662,170 


barrels to 2,795,992 barrels, and sales from 
2,619,729 barrels to 2,796,865 barrels on the 
year. Net current assets at July 31, 1949, 
were £954,687 (£534,138). 

Quaicast.—Group trading profit increased 
from £446,225 to £525,366 in the year to 
June 30, 1949. Net current assets were 
higher at £677,434 (£476,203) at June 30, 
1949. 

Ferranti.—Consolidated trading profit 
declined from £462,892 to £437,161 in the 
year ended June 30, 1949. Subsidiary com- 
panies showed a loss on trading account of 
£42,335 (loss £67,417). Group net profit 
was reduced from £181,708 to £133,027. Net 
current assets were £2,251,547 (£2,207,548); 
the bank overdraft has been increased from 
£821,578 to £940,353. Fixed assets less 
depreciation of the group increased from 
£883,506 to £1,168,812 on the year. The 
dividend of 6 per cent tax free is unchanged. 


Capital Issues 


Ruston and Hornsby.—Sharcholders are 
to receive a 100 per cent bonus issue which 
will capitalise £2,050,000 of reserves by the 
distribution of one new {£1 ordinary share for 
each £1 of ordinary stock held 

Hunter-Penrose.—Treasury consent has 
been obtained to capitalise £117,500 of 
reserves by a 100 per cent bonus distribution 
snes the issue of 470,000 5s. ordinary 
shares. 


English Card Clothing.—Shareholders are 
to receive one 5s. ordinary share for each 
£1 15s. of ordinary stock held on October 8th, 
The issue will capitalise £49,293 of reserves. 


Kingston Steam Trawling.—The ordinary 
share capital is to be doubled to £480,000 by 
a 100 per cent bonus issue capitalising 
£240,000 of reserves. 

New Zealand Government.—L ists opened 
and closed on October 7th for cash subscrip- 
tions to an issue of £6,000,000 34 per cent 
New Zealand Government stock, 1963-66. 
The stock is issued to replace New Zealand 
Government 5 per cent inscribed stock, 1949, 
and application to take up the new stock by 
wah of conversion may be made until October 

th, 


Vauxhall Motors.—To fina 
£10 million modernisation sod dewines 
plan, a private placing has been arr : 
of £3,000,000 4 per cent 10-year 
loan stock at par. It is proposed to 
the balance of the expenditure out of own 
resources, Treasury consent has further been 
obtained to capitalise £3,500,000 of reserves, 

Petrochemicals. —Ordinary 
are to be asked to subscribe £2,5 5 
cent second secured loan stock, 1959. at 
Finance Corporation for Industry, " though 
an ordinary shareholder, is not subserbhj 
to the issue but has agreed to take Up any 
stock not subscribed to. 

Hackbridge and Hewittic.—sh cholders 
registered on October Sth are Ps, receive 
200,000 Pe he icy shares at par in the 
proportion one new share for i 
shares held. ee 

Scottish Agricultural Industries, — 
Capital is to be increased to {2 by 
the private placing of £750,000 4} per cen: 
cumulative second £1 preference shares and 
an offer to shareholders of 453,200 {1 
ordinary shares. 


New Issue Prices 


—_—_ ; Prive 
Issue { Price | Oct. 5, 


Acrow, 54% Pret. ...c0 csicoce b eicae /9 
Ambler (J.), Deb. ...........- 100j}* | aa 
Barbados Elec., Pref. ......... 20 '6* 19/9—20/3 
Beecham Food, Pref. ......... 21/0* | 20/6216 
Cashes (1 d,-Bs ~: cisix v 60s v 0s vee ee t 
Fattorini, Pret. ....o0.s046d>055 20/3* =) 
eel peat ry eye syy A 1 26 /9—21/6 
Goldthorpes, 1/- ........... 2/3* 1 2 2/8} 
Gray's Carpets, Deb. .......... 100 
Harland Eng., 5.-(3.- pd ... 5/0 , 2/10}-3/ 

Do. Pref., 10/- (6'6 pd.) ... 116 6, /9 
Lanta CMe! 5. ST 20/0 | 30/0—3/0 
Liebig’s, 44% Pref............. 20/9 | 20/9--21/6 
Iceland, 44°, (£25 paid) ....... 99 Ids, 
N. Rhodesia (£50 paid) ........ 97 | — 
London Asiatic Rubber ....... | aft | a 
Preston (T.), L/-......eeseeses ; 10/6 ll; 
Rotary ee ee ere 16/0* | ae 
Smith, W. H. (Hidg.) A........ 40/0 2/ 

De BRO 3.605 csuss cote 4 8/0 8/ 

Do, 44%. Pret, ncbseh cbased 20:0 22/3—22/9 
eT ee ME So's cid ten ceeeh cp 29/6-~39/6 
Stilfontein, 5! ......0cceeeeee i; 5/0 18/6-19/0 pm 
Whitbread, Deb. (£20 paid) ... -| 100 | is 
Wilmot-Breedon, Pref. .......- | 20/6" | 19/3—20/3 


* Placing. 


SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. 


Notes on the following company reports 


appear in the Supplement : Qualcast ; Ferranti ; Trinidad Petroleum Development. 
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‘ wet | 
Prices, | Price, | Price, Yield, Yield Prices, || Price, Price, | Viel, 
Year 1949 Melee ct ital leah or athe R eld, | Year 1949 Last Iwo ewe & 
y Sept.28, Oct.5.  Oct.5, | Oct. 5, : Divid Name o! Securit Sept. 28, Oct. 5, | Oct. 
Jan. 1 to Oct. 5 i949 1949-1949 1949) | Jan. Oct. 5 : re sg ° * — P'Yosg |) 949 | ase 
High Low (nm) } | High low | (a) (db) ({c i 
ik ISH UN Ds ly : 1 ear tu i | if a 
100 1003, War Bonds 24% Aug. 1, 1949-51 100 10 0144 1 18 7H % OTHER SECURITIES | 8. 
100% | a Exch. Bonds 13% Feb. 15, 1950, 100} | 100} ne 12 @ 9 Be a | a “Australia 34% 1965-69..... 99 9 { 6 4 
102 991 |'War Bonds 24% Mar. 1, 1951-53’ 100% | 101; '018 3/2 1 34103) | 92 | wd) | ta Birmingham 23%, 1955-57../| 97 m | 3 2 6! 
103) War Bonds 24% Mar, 1, 1952-54, 1008 10lgf 104 23 24 8 | 5 50 ¢| 90 ¢ \Anglo-American Corp. 10/-.. ™ | {3 $? 
104% War Loan 51% (after Dec. 1.1952), 95 96) 2 9 $515 74 9% 6 $a| 25 blAansiolranian OU, ......| 4% | _% (e048 
103% | | War Bonds 24% Aug. 15, 1954-56 100 101g | 1 3 2,2 6 Of 803 69/6 1 6 5 @ Assoc. Electrical, Ord. £1... 74/9xd 75/6 | 319 6 
104 Funding y une 15, 1952-57..| 101 103 1 3 4 2 8109 826 69/6 22h¢) 1) @/\Assoc.Port.Cem.,Ord.Stk.{1| 73/3 | 74/- 616 
l Nat. Def. 3% Jul 1954-58,./ 1023 1033 |1 5 9 213 1433/10} 22/6 40 ¢) 4 c¢ AustinMotor,‘A°Ord.Stk.5)- 28/9 | 29/4) 616 2 
106 ‘War Loan 3% Oct. 15, 1955-59. . a 102jxd 1 7 1 213 74 81/- 689 74a. 17 © Barclays Bank, Ord, B’ {1.| 69/6 | 69/6 |¢ 0! 
104 Sav. Bonds 3% Ai 1955-65 /113 8 3 1 14 181/9 138/9 | #25 ¢, 15 @ Bass Ratcli — sae tool 140/- 1139/6 | 3 # 
1 ||Funding 24% April 1. 98jxd 99fxd 1 8 2 210 84 1044) 90/-' 126! 8 a@ British Oxyge Ort di.) O4/-xd 95/6 |4 51 
104 Funding 3°» April 15, 1959-69... 96lxd 97xd 113 8 $3 04 38/9) B/-)  Sb 2a |Courtaulde Ord. (1 2...) 33/9 | We 4 8s 
ll | Funding 4% L ae 1073xd 108$xd 1 2 3 0 34 30/-| 24/3 Ta! 22 > |\Distillers SS aye | ak | 38 t 
103 ‘Sav, 3 1, 1960-70. ior (116 8 3 4 44 yy-! 27731! 8 ce. 8 c'DormanLonz. Ord... | g9/- 249 | 5 77 
9 | Sav. 1964-67." 92ixd 93$xd 117 6 3 0 94 77/-| 59/6} 15 ¢| 15 € Dunlop Rubber tics’) 62/3 | 63/3 (4ue 
116} | Viet. Sept, 110) 1 810 3 2 8} 49/4) 40/4 7.6) 3 a limp.Chem.Ind.,Ord.Stk.fil) 42/3 | 43/xd 41 8 
103 Sav. 3 sag 3 S| 93 94f 118 3° 3 6 54 125/- 6/3  13)@, 18) Imperial Tobacco, {1...... 97/6 | 9/9 |6 Fe 
110, Consols 4%, (after Feb. 104} 105: | 1 9-3/3 5 2d 47/3 30/3 10 ¢, 10 € |Lancs. Cotton, Ord. Stk. fi) 30/6 | 31/106 $8 
107 ‘Conv. 34% (after Apr. 1, 1 | Qixd 966 11910 312 6f 51/6 41/3 Wc 10 ¢ \\Lever & Unilever, Ord. £1-.| 4/3 426 | 44 : 
81 ‘Treas. S (afterApr.1,1975)) 70)xd 714 118 6 310 Off 63/1) 52%. 15 ¢| 3 @ London Brick, Ord. Stk, £1)) $8/9xd 98/9 is . 
100 ‘Treas. Stk. 3° (after Apr. 5, 1966). 8 %& (118 $)3 9 9 53/6 33/9, The) W 6 \P’chin J'nson, Ord. Stk. | 35/3 | 35/6 | 7 OR 
102 Redemp. Stk. 3% Oct. 1, 1986-96, 90jxd 91h (118 7/3 7 34 52/3 426. 46  &eIP.& O. Del Stk fl...... | /- | wad SAG 
81j 69) | Consols 2%... Sseesdeculs | Wjxd 73 (117 8,3 8 6 344 | 273 | 177AQc 4177 ~yclPrudeniial, ‘A’ fl......... 288 | 2 3S 
103% \\Brit. El. 3% Gd. Ape. 1, 1968-73, Qixd 954 11710 3 5 74 57/9, 51/6 i2fc| I2}c |Stewarts & Lloyds, Del, gi,| $2/- | 52/6 | #8 & 
2035 | Brit. El. 3% Gd. Mar. 15, 1974-77, 118 0/3 6 14 78/1; 57/6 | 42h@| $5 6 |"Shell” Transpt.,Ord, Stk. £3) 61/6 | 67/6 | 2 : ; 
102 3 ‘Brit. Tpt. % Gd. aly 3, 1978-28 oy | 928 (118 9/3 7 74 68! 5% abd 1 a |Tube Invst, Dra, Stik, » oll i me ; nt 
i ‘Brit. Tpt. 3 @ Gd.Apr. 1 1968-73 94ixa_ 9: (11741) 3 6 94 87/-| 69/4) lage) tha iT tnces a hiceoth Od. Sk i} 16/9 | 79/ 3 
10 | Brit. Gas Gd. 3% May 1, 1990-95). Qlixd 118 7'3 7 24 85/9; 16/3 | 55 | isa {Woolworth (F. W.), Ord. ‘ 81/9 | 84/6 
t all dated stocks will be 
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Statistical Summary 


EXCHEQUER RETURNS 


six days ended September 30, 1949, 
ak te Boel vocal was £67,554,000, against 
ordinary expenditure of £87,504,000 and issues 
to sinking funds £200,000. Thus, including 
sinking fund allocations of £8,397,000, the deficit 
accrued since April Ist is 17,906,000 compared 
with a surplus of £253,017,000 for the corres- 

ing period a year ago. 
ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


Receipts into the 





Exchequer 
as (¢ thousand) 
Ss y A ons il | A rl} ee ee 
oe hie te t TT | Five | six 
t. = x t. 
1948 | 1949 | 1948 | 1949 
RDINARY | } 
REVENUE | | 
Income Tax...... '1490000} 402,432) 392,604] 10,929) 13,572 
Redan. si... 105,000] 24,900' 34,900} 400! 1,100 
Estate, ete., Duties 176,000] 89,250 92,300) 1,300! 3,100 
Stamps ... | 48,500} 28,163, 24,800) 1,128 1,100 
Profits Tax .-.. | 94 goof 66.781 133,760 2,171) 5,900 
Rec. . 6 , 57,700 23,400} 500) 1,200 
Other Inland Rev.' 1,000 100: BP atc Plece 
SpecialContributn. 25,000} 14,500) 13,400 650, 200 





4 } 
Total Inland Rev. 2085500 683,826 715,244] 17,078, 26,172 




















Gutene..<..2..- 829,650] 407,297 398,193 16,171| 19,432 
Excise .......... | 663,600} 368,000, 345,000} 18,900, 19,300 
Total Customs & | 
Excise ........) 1493250] 775,297, 743,193 35,071| 38,732 
MotorDuties.....| 54,000 9,454, 9,484 ... | 120 

WarStores' 44,000] 64,408 47,998 ... 477 

Receipts | 
from Trading..| 18,000 826, 14,045 
P.0,(NetReceipts); ... eat ae pe ave 
Wireless Licences. | 13,008 q278 4,590, 875 i «4 
Crown Lands... .. | ,000 OO}... 
Receipts from| 
Loans..| 20,000 9,089 10,40 oa sits 

Miscell. Receipts..| 60,0001 78,970 32,168 | 1,133 
Total Ord. Rev... '3777750)1626445 1577428] 53,824 67,554 
Seur-BaLaNcinG | 
Post Otfice. ona 159,630] 73,360 76,800) 2,000 2,400 
Income ax on) 
E.P.T. Refunds| 5,700) 3,840) 5,11 120) 211 
Total ........... |3943080I1703645'1659342 55,9441 70.165 











Issues out of the Exchequer 
to meet payments 
nai (¢ thousand) 
A Apri 
— oo | eT rive | sie 
j to to or Dove 
t. t. t. pt. 
S| Sb | SSbS | SSR 
1948 | 1949 | 1948 | 1949 
URDINARY 
Exrenpirure | 
Int. & Man. of | 


Other Cons, Fund| 
Services.......| 12,000) 3,499 5,206 172) 177 
Total .........../527,000] 256,718 259,604 2,098 2,449 
Supply Services .. 280270 108482)1527 354 54,762) 85,085 
Total Ord. Expd. . '3329707]1365200 1586936] 56,860| 87,504 
Sinking Funds...) ... | 8,229 8,39 70, "200 
Total (excl, Selt.-| | 
Bal. api)" |ss2070 siseeitibi ¥ 56,930 87,704 
pir Batancixc | 


Nat, Debt... | 485,000 242,165, 238,755 1,926) 2,272 
to N,) 
freland .. | 30,000 11,084 15,64 





! 
} 
i 
} 








{ 400 
es 159,630] 73,360; 76,800) 2,000) 2, 
Income Tax on! " 
E.P.T, Refunds | 6,70@ 3, 5,11 1 


— | nn 


z 


; 

i re |349503711450629, 1677247] 59,050) 90,315 
After increasing Exchequer balances by {£27,676 to 
{5,087,902, the other cpmtiines for the 9 increased 
gross National Debt by {14,837,271 to £25,403 million. 


Pr. Refunds. ne M6 Benen. 
rade Guarantees Act, 1939 and Export 
Credits Guarantees Act, 1949 


sid 








CHANGES IN DEBT (£ thousand) 


Recrrets PAYMENTS 
Treasury Bills .... 32,373 | Nat. Savings Certs. 650 
24% Def. Bonds. . 27 3% Def. Bonds. . .. 449 

ax Reserve Certs. 3,110 | 3 % Ter. Annuities. 1,144 
Other Debt :— Treasury Deposit 
Internal........ 16,211 Receipts ....... 59,500 
Ways and Means 
Advances ....., 860 





FLOATING DEBT 


(£ million) 


56°5 


SEES 


KSESS Wr GG 
— nn _ ~~ Aw 
as wre SSre 
ODP OD OCWOeH TEOH 


TREASURY BILLS 


(£ million) 





I 
-~ 


. 1-72 

1949 

July 1 | 170-0 | 294-9 170-0] 10 5-48 % 
» .8 | 170-0 | 299-1 | 170-0] 10 5-26 42 
» 15 | 170-0 | 293-8 | 170-0] 10 5-56 4% 
» 22 | 170-0 | 299-5 | 170-0} 10 5-39 43 
» 29 [ 190-0 | 321-6 | 190-0} 10 4:99 41 

Aug. 5 | 200-0 | 309-4 | 200-0] 10 5-36 i | 
» 12 | 210-0 | 275-7 | 210-0} 10 6-03 10 
» 19 | 200-0 | 287-4 | 200-0} 10 5-64 60 
» 2% | 220-0 | 263-5 | 220-0} 10 5-33 4 

Sept. 2 | 220-0 | 305-9 | 220-0] 10 2-58 59 
» 9 | 230-0 | 280-6 | 230-0] 10 3-23 76 
» 16 | 220-0 | 261-9 | 220-0] 10 3-46 80 
» 23 | 2350-0 | 277-6 | 230-0} 10 3-32 77 
» 30 | 220-0 | 283-3 | 220-07 10 5-84 70 





On September 30th applications for bills to be paid 
on Monday, Tuesday, Wednesday, Thursday and Friday 
were accepted as to about 70 per cent of the amount 
applied for at £99 17s. 4d. and applications at higher 
prices were accepted in full. Applications for bills to be 
paid on Saturday were accepted at £99 17s. 5d. and above 
in full. £230 million (maximum) of Treasury Bills are 
being offered for October 7th. For the week ended 
October 8th the banks will not be asked for Treasury 


deposits. 
STERLING EXCHANGE RATES 





Belgium & Luxemburg 
Canada 


BANK OF ENGLAND 
RETURNS 


October 5, 1949 


ISSUE DEPARTMENT 











£ , 
Notes Issued:~ | Govt. Debt... 11,645,100 
In Circulation 1264,455,347 | Other Govt, 
In Bankg. De- Securities ... 1288,280,479 
partment .. 35,901,476 | Other Secs... . 694,150 
oo ee 
t ae 27 
Amt. of Fid.————____ 
Issue ...... 1300,000,000 
Gold Coin 
Bullion (at 
248s. Od. 
oz. fine)..... 356,823 
1300,356,823 1300, 356,823 
BANKING DEPARTMENT 
Capital ..... ‘ 14,653,000 | Govt, Secs... . 339,498,942 
Ree8 6 5568s 3,151,971 | Other Secs. 48,119,613 
Public Deps.:- 27,824,888 Discounts and 
Public Accts.* 11,472,298 Advances... 25,452,406 
H.M. Treas. | Securities. ... 22,667,207 
Special Acct. ee 
Other Deps.:- 383,507,431 
Bankers... .. 291,568,573 | Notes. ....... 35,901,476 
Other Accts... 91,988,858 jo cig « heaies 5,487,260 
429,037,290 | 429,037,290 


* Including E Sa’ B: Commissioners 
of National Debt ‘and Dividend “Accounts 


COMPARATIVE ANALYSIS 









WOE. . Sia t aa kaee cs 82-6) 35-8 35-9 
Government debt and 
securities® ...5....... *41349-2'1299-3/1299-3 
Other securities......... . 0-7; O-7| O-T 
en Oe See hs gk es 0-3; 0-4 0-4 
Valued at s. per fine on... 248/0| 248/0| 248/0 
Banking Dept. :— 
its -—~ 
iblic Accounts ........ ll- 9-1) 11-5 
Treasury Special Account 25°4 16-4 16-4 
MONE on conc ee cs 293-6} 295-7 291-6 
er eae 96-1) 93-9 91-9 
eo By a Aor ee ek 426-7) 415-1) 411-4 
Securities :— 
Government............ 3 318-4) 333-8 339-5 
Discounts, etc........... iy 16-2) =23- 25-5 
OME F556. BEA 22-4, 3-8! 22-7 
TORS «ce cceucdtebrnka 357-0 392-2) 387-7 
Banking dept. res.......... 88-1 “s 41-4 
“ Proportion ”............ f $. 8-0 









z 


* Government debt is £11,015,100, capital £14, 
Fiduciary issue reduced from £1,350 million to £1,300 
million on September 28, 1949. 


GOLD AND SILVER 


The Bank of E ’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
Sepf@mber 19th and the selling price to authorized dealers 
from 1766. Od. to 252s. Od. per fine ounce. Spot cash 
prices were as follows :— 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORA 


(incorporated in the Colony of Hong Kong) 





vhe Léability of Members 1s limited iia ot iy manner pres -ribed by Ordinance No. 6 
PITAL ISSUED AND FULLY PAIO 
SERVE FESR SE Masons: 
seen hse Head : HONG KONG 
Chairman and ‘hiet Manager: Howovrasie Sire some Bae O.B.E. 
London Office : >: e. 
London Managers: 3. Gray, A. M Duwoas WatLacs. 







J )  {NDO-OHINA MALAYA (Con) NORTH 
BURMA CHINA (Con. ee eo 
waa 
one Tientain JAPAN _ PHILIPPINES 
Kure Penang lo 
CHINA KUROPB = Singapore Manila 
‘okohama SIAM 
= oo JAVA tormeard Road) Bangkok 
*Obefoo HONG KONG Batavia Patani UNITED 
*Dairen Hong Kong Commas Anson KINGDOM 
Foochow Kow MALAYA NORTH oie 
Hankow Cameron BORNEO . 
*Harbio Highlands Brunei Town UB.A. 
*Moukden INDIA SJeaselton New York 
Nanking Bombay B. eotes not Sap 
NESS OF EVERY KIND SACTED 
eae eee and Exeoutore is also undertaken by the Bank's ‘ 
HONG KONG LONDON SINGAPORE 











REFUGE ASSURANCE COMPANY, LTD. 
Chief Office: OXFORD STREET, MANCHESTER, 1 


ANNUAL INCOME EXCEEDS €£18,000,000 
ASSETS EXCEED €107,000,000 
CLAIMS PAID EXCEED €198,000,000 


(1948 Accounts) 


T= Civil Service Commissioners invite applications for about 220 
vacancies for Professional Accountants in the permanent estab- 
lishment of the Home Civil Service. 

Candidates must be at least 25 and under 35 years of age on 
August 1, 1949, with extension for regular aervice in H.M. orces, 
and. up to two years, for voluntary service in H.M. Forces other- 
wise than on a regular engagement, or for compulsory national 
service under the National Service Acts, 

Candidates must have had wide professional experience and be 
members of one or more of the following bodies: — 

Institute of Chartered Accountants in England and Wales. 
Society of Incorporated Accountants and Auditors. 

Society of Accountants in Edinburgh. 

Institute of Accountants and Actuaries in Glasgow. 

Society of Accountants in Aberdeen. 

Institute of Chartered Accountants in Ireland. 

Association of Certified and Corporate Accountants. 

The salary scale for men in London is £475 x .25—4£750. Starting 
pay according to age. Prospects of promotion. The rates for women 
and for posts in the Provinces will be somewhat lower. 

Particulars and application forms from Secretary, Civil Service 
Commission, 6 Burlington Gardens, London, W.1. quoting No. 2798; 
completed application forms must be received by him by tober 27, 
1949. 
aun position required in industry or business. Age 25. 

Educated Eton, Cambridge, Yale. History scholar. Ex-Presi- 
dent of Union. Formerly capt. G.S.I.° Single. Experience 
in vriting and public speaking. Just completed one year graduate 
research in industrial economics in tern U.S.A. Canada, U.S.A, 
or London preferred.—Write Box ; 

UALIFIED Statistician (26-35) required by lerge commercial 

organisation with world-wide interests, to plan and organise 
new Statistical Department, Previous commercial experience (includ- 
ing office mechan on) desirable. Excellent prospects and con- 
ditions. Commencing salary approximately up to £1,000 per annum 
according to - and experience.— rite, giving full details of career 
= i ons, to Box J. 271, lings, 362 Gray's Inn 

oad, W.C.1. 


MPORTANT Retailing and Manufacturing business with large 
branches in London and Provinces invites applications for Head 
Office appointment of Manager in control of all branch offices, involv- 
ing about 20 in number with 300 personnel. 
fled 








pplicants, not over 35 years of age, must be professionally quali- 
tants, actuaries or bankers, or hold degrees in 
commerce or economics, and have experience and capacity for 
cpa oO systems and office staffs. Minimum 
similar eepoasible. positions” ould 'apviy with, full” detalis ot 
show Pp u e 
qualifications and experience to Box Gost? ’ 





MURRAY-WATSON 


Advertising & Marketing 
Home and Overseas 


ty SOUTH MOLTON STREET, LONDON, Ws. GROSVENOR 43089 
DUDLEY, WORCESTERSHIRE: DUDLEY 4:63 
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THE ALEXANDRIA WATER COMPANY, LIMITED 


ALEXANDRIA—EGYPT 
INTERIM DIVIDEND 


NOTICE IS HEREBY GIVEN that an Interim Dividend of 
SHILLINGS per £5 share Om Coupon No. 122 will be paid 
deduction of British Income Tax but less Egyptian 
Alexandria Municipal Taxes amounting to 5.904d., making 3s, 
net, on and after October 15, 1949, at the National Bank of 
in Alexandria at Rue Toussoun, or in London at 6, King wits 
Street, E.C.4, mire ele Ot _ 

ed, exandria, t, 
By Order of the ora, October 1, 1949, 
ROBERT WALTON, Manager, 
NGLISH-SPEAKING _UNION.—America-British 
Week, October 17th-22nd, at Concord House, 11, Charmotwealth 
Berkeley Square, 11 a.m., 3, 5, 8 p.m. Showings of British-Dompiee 
American documentary films, Every Lalf-hour from 10 a.m.-9.30 
Coneyee nage 4 = = qramiens- Bd a.m.-10 p.m, ~~ 
maps, charts, photographs. 1.30 p.m,, Tuesday, 18t 
20th; 6.30 p.m., Monday, 17th; Wednesday, 19th: Friday, 2st sent 
Ica Chairman 


day, 22nd. Addresses on Commonwealth-American top 
and speakers will include: T, - The High Commissionerg: for 
Canada, New Zealand and Ceylon, The U.S. Minister, Marshal of the 
R.A.F. Viscount Trenchard, Sir Clive Baillieu and others, 

to all above functions free, but admission to Addresses will be by 
ticket only, obtainable gratis from the Secretary, E-S U, 37, Charles 
Street, London, W.1. (Tel,: MAYfair 7400.) oe 


HE Civil Service Commissioners invite applications for | 
T 2 posts of Research Officer and 3 posts of Research aaa 
in the Ministry of Town and Country Planning. 

Candidates for the post of Research Officer must be at least 
30 years of age on August 1, 1949. For the post of 
Assistant candidates must be at least 21 and under 30 on August 1, 
1949, with extension for regular service in H.M. Forces, and, up 
to two pene, for voluntary ye ay in — Forces otherwise 
on a regular engagement, or for compulsory national service under 
the National Service Acts. f a 

Candidates must possess a University degree in Geo y, 
Geology, Economics, Statistics, or a kindred subject, with at 
2nd Class honours or the equivalent in degree subjects 
no Honours school. In addition, candidates for the post of 
Officer must have a general background of knowledge and research 
experience on subjects such as distribution of pulation, trade 
and industry, communications and service, apeul eurter, j 
resources. For one post of Research*Officer preference wil we 
given to candidates having research experience on 
resources. 

Salary scales in London. Research Officer, men £900 x £30-£1,0% 
x £35-£1,220: women £800 x £30-£1,050. Research Assistant, men 
£350 x £25-£600 (slightly higher starting pay for military 
under the National Service Acts); women £350 x £20-£500. 
scales in the Provinces are somewhat lower. Superannuation 
arrangements under the Federated Superannuation System for 
ee . pl ; 

articulars and application forms from Secretary, Civil_ Service 
Commission, 6, Burlington Gardens, London, W.1, quoting No. 2768; 
aes application forms must be received by him by Sctober 20 


an AGRICUETURAL CO-OPERATIVE ASSOCIATION requires 
an Education and Development Officer with a training in 
cultural economics or law, preferably with experience in 

sation ont conan, ot Se has a ode ” cocaine 
or rura e. sym y with the agricultural c 
movement is essential and knowledge of it would be an —_-. 
Particulars of the appointment and duties may be obtained from 
Secretary of the Association, 14 Portman uare, London, W.1. 
Salary £700 x £25 to £850. 

Applications, with full particulars of education and previous 
employment and copies of not more than two recent testimonials or 
names and addresses of two referees, should be submitted to tne 
Secretary at the above address not later than October 22, 





YOUNG executive, B.Com., and specialist qualification, now com- 
fortably entrenched at policy level in large group, wants t 

job. Scope for better-than-average knowledge and Ability ; 

- no drawback. and prepared discuss payment by results.—Bot 


BRITAIN’S LEADING MONTHLY ON ASIAN AFFAIRS 


EASTERN WORLD 


INDIA—PAKISTAN—S.E. ASIA—-FAR EAST—PACIFIC 
YEARLY SUBSCRIPTION £1 (post free). SINGLE COPIES Is, 64. 
Write for Sample Copies to :—45. Dorset Street, London, Ww. 











THE. AUGER HEXAGONAL (non roll) 


TWO COLOUR “tic DESK PENG 


fitted with very reliable ‘‘ Actions ” 
is an asset on every Office Desk. 
5/6 inc. With cap and clip, 6/3 inc. 
Obtainable at Leading Stationers. 
Trade Enquiries: AUGER ACCESSORIES, 
47, Hilldrop Crescent, London, N.7. 
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Published Economist ,, Le, 
"R. S. iit, Broadway, New York, 6 Saturday, October 8, 1908. 
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